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tremendous opportunity to industry 
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clared by the Board of Directors. 
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Co Our Friends 
And Subscribers 


Lee = HE Christmas Spirit is a wonderful thing — for we let 
&® our hearts speak for us in a way that heals our souls and 
WS brings joy and happiness to those around us. 

somehow — this mellowness brings a soaring of our spirit 
that makes us think more clearly — and inspires us with the capacity to 
meet the challenge of tomorrow with strength and courage. We know, 
as the night follows the day — that with the confidence and determina- 
tion born of faith — and a dash of common sense — we can overcome 
the obstacles in our way that plague us as we move along uncharted paths 
into a new world, the dimensions of which stir the imagination. 

But life is not involved only with the solving of the mysteries of 
the heavens and the depths of the seas. Its main purpose is to perfect the 
art of living our lives fully and completely as human beings. And the 
Christmas spirit revolves around man’s progress in this direction. 

Let us, therefore, throw off the shackles that keep us so earthbound 
— so as to bring closer and closer the realization of the goals that give 
our lives meaning — that will make life worth living. 

To you, our friends and subscribers, whom we are happy to serve 
in the year ahead, with all our hearts we wish you well in your under- 
takings and a full measure of happisess and contentment. 


Publisher 
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RCA TV camera encased in special diving bell televises the activities of sea life in sunlit waters off the Gulf Stream. 


Now RCA puts TV underwater to help 
the Government protect marine life 


In the Gulf Stream off Florida, a fish 
peers inquiringly into the glowing eye 
of an RCA television camera—ten fath- 
oms underwater! As the camera moves 
through the darting schools of fish, U.S. 
Fish and Wildlife Service technicians 
on the surface hover over an RCA re- 
mote control TV monitor. From what 
they see will come new improvements 
in fishing techniques and equipment to 
help the government protect marine life. 

It’s only natural that the develop- 
ment of underwater television should 
come from RCA—for it was RCA that 
introduced black-and-white TV as a 


® 


RADIO 


service to the public in 1939. Since 
then, more people have bought RCA 
than any other television. Today RCA 
pioneers again with Compatible Color 
TV—the system that lets you watch 
wonderful new color shows or black- 
and-white programs on the same set! 

The electronic and engineering skill 
behind these achievements is inherent 
in all RCA products and services. And 
continually, RCA scientists at the 
David Sarnoff Research Center in 
Princeton, N. J., delve into new 
‘**Electronics for Living’’ — electronics 
to make life easier, safer, happier! 


U.S. Fish and Wildlife Service techni- 
ng methods and equiv 


cians study fist 
ment on an 
monitor. 


remote control TV 


CORPORATION OF AMERICA 
ELECTRONICS FOR LIVING 
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Politics 


Foreign Affairs 


—E POLITICAL LANDSCAPE .. . Uncertainty regard- 
g President Eisenhower’s intentions to run as his 
rty’s candidate in the elections next year has cast 
deep shadow over the political landscape. Perhaps 
t even the President knows at this time whether 
should or will run. Certainly, the politicians are 
the dark. Though all is hazy on how this situation 
ill finally be resolved a good deal of maneuvering 
discernible among the Republican leaders, who 
e primarily concerned with advancing the cause 
nominees they favor, in the event the President 
es not stand for re-election. 

The struggle is between two Republican factions, 
e Eisenhower, or liberal wing, and the conserva- 
ve right wing. Each has its own set of candidates. 
he stakes are very high, for it involves not only 
trol of the party but the possible outcome of the 
ection itself. If there is a new Republican standard 
arer, in place of President Eisenhower, he is like- 
to be chosen only after a bitter, internecine strug- 
e. This could conceivably hurt his election chances. 
On the other hand, the Democrats do not seem in 
uch better stead. They are already running true to 
rm and are split from top to bottom both on issues 
d on which of the leading personalities of the 
rty should be the nominee. 
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The Trend of Events 


SHIFT IN SPENDING PATTERN .. . The Department of 
Commerce’s recent survey of changes in the pattern 
of consumer spending is a genuine contribution to 
our knowledge of how our economy is changing in 
some vital respects. It is particularly valuable for 
businessmen who can learn, through these studies: 
(1) how to profit from expanding their operations 
in those categories of consumer spending showing 
a marked tendency to increase; and (2) how to cut 
losses by contracting their operations in categories 
that are either merely stable or actually declining. 
For example, the survey shows that consumer ex- 
penditures for such items as gasoline and oil and 
electricity are rapidly increasing, whereas categories 
such as women’s and children’s clothing and china 
and glassware show little or no growth; and bus, 
street transport and movie attendance have been 
actually falling. 

Obviously, the sharp increase in purchases of 
gasoline and oil is due, in large part, to the surge 
in demand for cars and also to the fact that more 
leisure hours mean more use of the family car. 

The increase in electric consumption by con- 
sumers is principally due to the rapidly increasing 
use of air-conditioning equipment and TV and to the 

ever-increasing demand for 





All in all, we may expect 
e liveliest sort of cam- 
ign, both before and after 
e nominations. Of course, 
- “Ike” throws a bomb-shell 
techni- id runs, after all, all un- 
bet Rrtainties on the outcome of 
e election for President 
fav vanish — but the cam- 
ign would be a much 
ller affair. 














We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What's Ahead for Business?” 
regular feature represents a valuable 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


other categories of household 
equipment. 

Among the groups of 
consumer expenditures that 
have been showing the larg- 
est percentage increase in 
the post-war period are: 
food & tobacco; housing; 
electricity; medical care; 
automobile transportation; 
toys and sport supplies; 
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radio and TV receivers; private education and re- 
search; airline travel and foreign travel. 

There was little or no growth in the post-war 
period for the following: meals and drinks in 
restaurants and bars; jewelry and watches; glass- 
ware; local transportation; streetcars and buses; 
taxicab use; books; spectator amusements; theatre 
and moving picture attendance. 

The above figures reflect, to an important degree, 
the change which has been occurring in the tastes 
and buying habits of the American people. It will be 
noted that the “service” industries are expanding 
more rapidly than most others and this change is 
directly attributable to the fact that the American 
people work less hours and have more hours for 
leisure. There is no reason to believe that this trend 
will be reversed in the foreseeable future. It is not 
an accident, then, for example, that luxury motels 
have been springing up all over the nation; that the 
“do-it-yourself” industries have been profiting from 
the increasing leisure hours of the average American 
man—and woman; and that sports clothes have been 
replacing older types of attire to an important 
extent. 

Progressive businessmen have been taking keen 

note of these trends and have been adjusting their 
businesses accordingly, in order to profit from the 
new patterns in spending. For the far-seeing in- 
vestor, it also offers a broadening opportunity 
through acquisition of shares in companies which 
successfully cater to these changing spending habits 
of the American people. 
INSURANCE AGAINST POLITICAL RISKS IN FOREIGN 
TRADE ... As a measure to facilitate our foreign 
trade, the proposal that the government act as “re- 
insurer” of U.S. exports deserves serious considera- 
tion. Risks would be insured through a corporation 
to be set up by the government. Such risks are not 
covered through ordinary banking or commercial 
credit channels owing to the severe credit restric- 
tions under which the latter agencies operate. Hence, 
the new government corporation would provide a 
type of needed protection not now available. The idea 
is to protect the American trader from political risks 
abroad such as expropriation or confiscation of prop- 
erty, civil insurrection or war, foreign exchange 
complications or abnormal] delays in payment. 

Under effective management, it is likely that the 
new government corporations would be able to pay 
their way without difficulty as has been true of other 
U. S. government corporations which guarantee 
private transactions. Thus, the U. S. Treasury would 
not be required to bear an additional burden. 

The advantages to American exporting interests 
are obvious. With protection through government 
insurance, they would be in a position to assume an 
added degree of commercial risk of a legitimate 
character, but which is not now feasible without a 
federal guarantee. 

PORTFOLIO MANAGEMENT .. . With the inauguration 
of a new year, investors should review their holdings 
with the purpose of making necessary adjustments 
to conform (1) with changing personal requirements 
and (2) important changes which have taken place 
in the preceding year in the securities markets in 
general. Even in the best-constructed security port- 





folios, it is rare to find that no changes whatever 
are required. 

Present circumstances indicate that after a two 
to six-year rise in the stock market—depending op 
the period of rise selected—mazjor revisions in stock. 
holdings may be in order. This may even involve the 
disposition of securities held for long periods and 
which have been considered more or less permanent 
features of the portfolio. Naturally, any decision on 
this score should be based entirely on factors deter. 
mining the status of the individual stock. But the 
mere fact that a stock has been held for a long perio 
should not in itself be considered sufficient reasor 
for retaining it, if, in the estimation of the investor 
conditions no longer warrant its retention. Such: 
decision, of course, may be based as much on per. 
sonal considerations as on the precise investment 
status of the stock, particularly if the investor de 
cides that the time has come to reduce the totd 
amount he has invested in equities, in order that his 
portfolio may be distributed more conservatively. 

To a large extent, the problem is a psychological 
one inasmuch as most investors who have been con. 
tent with their portfolios hesitate to alter their 
contents to any substantial degree. Nevertheless 
depending on the type of securities held, it may bi 4), pl 
necessary, owing to changing conditions, to make the Should 
normal adjustments required by good management occur 
This will probably be more essential than ever it Nehru. ¥ 
the coming year which promises to be one in whic boom abl 
significant domestic and international events that ard had a o 
now shrouded from gaze will play a decisive role in) sight nae 
the course of the securities markets. “ ~ ge 
FAIR TRADE’S STATUS .. . Many of our states have). aie “ 
on their books century-old laws that they neither stan 
need nor enforce. Hence, while there is no telling hoy — 
long Fair Trade will remain on the books of the tata 
numerous states that have enacted such permissive S*: 
legislation, the vigor of their enforcement is SOM ave not 
what less severe than the first Athenian writtemin, the 
code. The Supreme Court of the United States, mean” ° 
while, has agreed to rule on the legality of so-callei 
“fair trade” price-fixing agreements between manv 
facturer-owned wholesalers and competing whole 
salers. The High Court has granted a Justice Depa 
ment request for oral arguments on its contentio 
that such agreements deprive the public of th 
advantages of price competition between wholesale 
and violate Federal anti-trust laws. 

It is for the Court to rule on the legality of fai 
trade which, obviously, has its champions, eve 
at this late date. However, their numbers ha 
dwindled as every segment of our commerce, fro 
manufacturer to retailer, has lost the zeal to preserv 
the system. More and more, manufacturers hav 
turned their backs on fair trade in order to co 
with the competition bred by “discount houses” se 
ing another maker’s ware. Merchants, too, ha 
turned their backs on fair trade and the produce 
of fair-traded merchandise in the interest of boost 
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IMPORTANT... Please refer to page 404 which d tye 
scribes some of the important features to appear i those 

the issues directly following this one. These articl as the s 





and analyses are now under intensive preparati 
and will be of great practical value to subscribe 
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ver a Nehru, who could have 
bs hict been able to prevent it 
“ . had he acted with fore- 
ole Mi sight, will be accused 
by the free world of 
having opened the way 
through his appease- 
ment of the Commu- 
nists.” 

True, the divisions 
wittemtave not yet marched 
meanlut the visit of Bul- 
callegeanin and Khruschev 
nanui@” prove no less dan- 
vholegerous to the future of 
epa India and the rest of 
ontio Southeast Asia. One 
¢ thshould not be fooled 
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‘wgive their visit the as- 
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Two years ago, the publisher, through this 
column, said: “250,000 Chinese coolies, under the 
direction of Soviet and Red Chinese officers, are 
building a military road through Tibet. This road is 
aimed directly at the heart of India. Some day, 


A PICTURE FOR MR. NEHRU TO PASTE ON HIS DOOR 


Even more unnerving to the West, but no surprise 
0 those who have followed his dangerous course, 
as the spectacle of Prime Minister Nehru supinely 
mccepting the supreme insult of being forced to listen 
s the Soviet leaders virtually dictated the foreign 
policy of his own country in his own capital. At the 
ame time, the improper, vicious and premeditated 
ttack by the heads of the Russian government on 





Ms Y See Jt! 


CIRCUS IN SOUTHEAST ASIA 


Dowling, in the N. Y. Herald Tribune 









Ke 


By JOHN CORDELLI 


the West drew no rebuke from Nehru, as it should 
have, did he feel himself independent. But this he is 
no longer. The fatuous neutralist policy he has 
adopted over the years toward the Soviets is having 
its logical denouement as exhibited in his loss of con- 


trol over the power 
to make political de- 
cisions on which the 
safety of his country 
depends. 

If in the beginning, 
Nehru chose this peri- 
lous road with eyes 
open, he now follows 
the path as does a 
sleep-walker, oblivious 
to what goes on around 
him. One may be sure 
that the cynical Rus 


sian leaders will not 
disturb his slumbers, 
while they skillfully 


work towards gaining 
the allegiance of hi: 
countrymen. 

Thus, the West 
stands betrayed by the 
one leader in Asia who 
should have _ stayed 
firmly with it. When 
heads of government 
lose their passion for 
justice, it becomes 
easier for them to yield 
to the temptation of 
appeasement when ty- 
rants threaten. This is 
the fate that has be- 
fallen Nehru. Who can 
say what harm this 
weak and mistaken 
policy may cause to 
to the world? But we 
in America need not 


remain complacent as we view the collapse of a once 
great leader’s integrity. Our own government has 
been giving too many signs of temporizing with moral 
principle in international affairs. None of us can take 
satisfaction from our willingness to make “deals” 
with Communists as in the case of the package ad- 
mission of new members to the United Nations. Only 
Chiang came out of this affair unsullied. 


—END 
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Market potentials are limited by political uncertainty, relatively advanced stock prices. iw 

and the fact that business activity, earnings and dividends cannot continue to rise at any- softenit 

thing like the excellent 1955 rates. The net change over the last fortnight was downward. ie tren 

We continue to advise a conservative, highly selective investment policy. doubtfu 

that it 

By A. T. MILLER = » 

, encies 

shows t 

A first ha 

t this writing, with two weeks of 1955 left, average rose 48.79 points from October 11 to No more of 
Christmas cheer is not pervading the stock market. vember 16, making up all but 7 cents of the Septen} folowed 
On balance, stock prices moved moderately lower ber 24-October 11 decline which resulted from th} to more 
over the past fortnight, despite continuing strength surprise bad news of the President’s heart attaci} the im 
in a minority of individual issues. The performance It has since fluctuated in about a 10-point rang period. ' 
reflects tax-selling pressure on some stocks, some de- Ona second try, it got within 29 cents of the earlief would s 
crease in current willingness of investors to reach top on December 5. On a third effort, on Decembe} countin, 
for stocks and some increase in willingness to take 8, it managed to edge to a new peak, topping thf tax selli 
profits. The balance between supply and demand re- September high by the thin margin of 35 cents, thu 34 vea 
mains close, and should shift to the bullish side recording virtually a triple top. Exhausted by th) Dow ii 
sufficiently to permit a degree of market improve-_ effort, it receded last week by a maximum of abow made lo 
ment at least in the late days of 1955 and the fore- 7 points at the lowest closing level. Hence, the pred within + 
part of January, in line with normal seasonal be- ent level is little different from what it was fouf of the y: 
havior. weeks ago. der the 
Here is the technical picture: The Dow industrial in the fi 
Rails and Utilities ber, wi 
such lov 
MEASURING MARKET SUPPORT As noted previously in these discu¥ highs n 

THE MARKET IS A TUG-OF-WAR ... CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS sions, the rail average attained a ne i vember 

THE MAGAZINE OF WALL STREET —1909 bull-market high on November 23 week’s | 
a rrrytryyttrirr errr rrr yy 430 bettering the September top by a mo reaction 
PPh tpt DEMAND for STOCKS -— erate, but clear-cut, 3.54 points. How Bearing 

390 | | | | | | | | gs wnoteateo ey transactions |—l390 ever, it has been under fairly stead§ cord, in 
Pitti yy |_| | AT RISING PRICES ‘i subsequent pressure, footing up at th of 34 si: 
1) ty | |= lowest closing level of recent days w@ final siz 
rTTliti rrTt TrTTT | sell-off of 6.83 points, which cancellf those at 
CTT tt Th about 30% of its October 11-Novembg On th 
Se ees EI 25 rise of 22.2 points. Rails face ti§ some ye 
titi ti Coo tet handicap of a threatened bite of clo# first ha 

| 1} tit | | | | 111) |_| | fev to a third out of annual earning pow Jows in 

||} a ie : 

at the 1955 rate, due to indicated high average 
rir euPeLy OF STOCKS 7 wage costs and the increased unemplof we mak 
|| AS INDICATED BY TRANSACTIONS ~| 1] 230 ment insurance tax effective January § tepidnes 
+t 4+ ay DECLINING PRICES ++—+——— unless their expected early applicati@§ we}} hay 
al salen 190 for rate relief gets a favorable al cance tt 
fairly prompt decision by the ICC. a seasonal 
ing by the previously indicated attitu on 
MEASURING INVESTMENT AND SPECULATIVE DEMAND pr Ps eat enter ape ste Mat 

420 aomemneneeme 240 of return, they probably will get som period ; 
- 100 LOW PRICED STOCKS relief, perhaps substantial — perhaff prove t 

400 me sneer cers TT enough, with possible moderate 19% remain 
380 Litt tI Itt lB traffic gains, fully to offset higher lab Busines 
costs. Meanwhile, however, the unc tie into 
360 1} id 111} | | Boo tainty is in any event a restrictive fact pe restr 
| | Beeeeen for the rail market. ar Fisenho 
340 a THOTT -- -1200 In the face of gradually rising bof py the e 
Beeeeeeeeeeen yields, but supported by moderately rf he answ 
320 M.W.S. 100 HIGH PRICED STOCKS ~} 190 ing earnings and dividends, the er a consic 
fil | Lipp ag 2 Seer | average by December 6 had got ore regards 
300 Eeeetenteesenteteeseieeientenientenientets TEV UTA LY 180 within 40 cents of its September higf a. rega: 
Oct Nov Dec JANS@ Fes, AR, Apr. May But it eased appreciably last week, § pe too g 
the recent rate of recession in b0® that wo 
prices quickened perceptibly, cancellit§ tive dec. 
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reaction was less than 2% 
Bearing further on the re- 
cord, in only six years out 
of 34 since 1920, did the average reach highs, in the 
final six weeks, which were more than 5% above 
those attained in the first half of November. 

On the other hand, there is strong precedent for 
some year-end rise. Thus, highs attained within the 
first half of January have bettered the December 
lows in 33 of 34 years since 1920, doing so by an 


# average of about 8% for the whole period. The point 


fwe make in citing the record is that the vigor or 
tepidness or absence of a 1955-year-end rise could 
well have more short or medium-term trend signifi- 
cance than recent performance, for definite contra- 
seasonal behavior always raises questions. 
However, the situation is so unusual this year that 
too much should not be expected of the year-end 
period ; and, for that reason, should the performance 
prove to be disappointing, its significance might 
remain a question mark for at least some weeks. 
Business prospects are favorable at least for some 
tie into 1956; but investment optimism is likely to 
be restrained by (1) uncertainty whether President 


by the expectation that this important question will 
! be answered before the end of February. It will make 
a considerable difference, and probably more so as 
regards potentials for further market advance than 
as regards market unsettlement, which should not 
be too great if the decision is disappointing, because 
that would be much less surprising than an affirma- 
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assumed withdrawal on its sharp Sep- 
fall. 

For some time the profits or losses 
termined far more by the cross-currents within the 


President’s 
tember-October 
have been de- 


market than by the “tide”, the latter being simply 
the average of innumerable variations. Profit oppor- 
tunities are still present, but becoming steadily 
harder to find. Most stocks are doing little of note 
either way right now. Last week, with the averages 
easing, an average of about 28 issues a day reached 
new highs, an average of about 14 sagged to new 
laws — this out of an average of some 1,180 issues 
traded daily. The principal stock groups which have 
fared well on the upswing from the October low are 
aircraft, auto parts, coal, drugs, food brands, ma- 
chinery, oil, paper, rail equipment, tires and tobac- 
cos. Groups lagging, as compared with earlier 1955 
performances, include air lines, aluminum, farm 
equipment, chemicals, liquor, soft drinks, copper, 
electrical equipment, finance companies, baking, 
dairy products, meat packers, metal fabricating, of- 
fice equipment, department stores, food chains, var- 
iety chains, radio-TV stocks, movies, natural gas. 

We suggest increasing emphasis on conservation 
of capital, via selective profit taking and by the pro- 
gressive upgrading of portfolios along qualitative 
and defensive lines. Market potentials for 1956 will 
be weighed, and detailed investment strategy dis- 
cussed, in our Annual Forecast issue two weeks 
hence.—Monday, December 19. 
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As we stand on the threshold of 1956—afte 
a year of great economic activity —we face 


On t 
alone, f 





critical choice: Whether through our consider 
policies, on the governmental and private leve 
we so conduct our affairs as to secure economi 
stability for the nation or whether, in a blind desj 
quickly to obtain maximum benefits for ourselves 
both as groups and as individuals, we not ony 
jeopardize our present prosperity but subject oy 
economy to such strain as to dim the bright hope 
we entertain for the future. 

Unless we can first provide the means to assur 
economic stability by avoiding the hazard of “boom 
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to be followed by “bust,” the achievements of oy 
technology, the enormous assets we possess in t 
shape of immense natural resources, our giant p 
of skilled labor, together with management skills ¢ 
the highest order, will not be sufficient to safeguar 
us from the violent economic fluxes which hay 
marred our past. 

We have come a long way, of course, from th 
days when we fatalistically accepted the view that 





like the laws of the Medes and Persians, ‘boom’ 
and “bust” in this country must inevitabily follow 
each other in an endless succession of violenj 
economic changes. We have learned that the nationa 
economy is not a thing to be left to itself but mus 
conform to certain standards without being placej 
in a strait-jacket through excessive governmentd 
control. But we have learned that the economy i 
difficult to regulate effectively, unless specific mes 
sures of support are adopted. Hence, we now haw 
imbedded in the economy such powerful stabilizer 
as social security, unemployment benefits, a broad 
ening pension system and an enormous base @ 
earnings for the population. But, even in these in 
stances, we have had to take certain risks, for in th 
process, they have all become the province of politi 
cal action, with the dangers this can imply. 

For this reason, the policies of the Administratio 
in power, in concert with the Congress, are becom 
ing a more and more powerful factor in shaping ouj 
economic trends. It is not generally appreciated, fo 
example, that the purchases of goods and service 
of Federal government, together with those of thi 
States and other political subdivisions, alread) 
amount to more than one-sixth of those of the entir 


nation. This is an overwhelming proportion. It i 


not surprising, then, that governmental decisions t 
increase or decrease these expenditures have a pro 
found effect on the total economy. 

Government’s Financial Policies Dominate 


The effects of the financial policies of the govern 





ment pervade the entire economy, and this tends t 
become much more pronounced with the passing 
years. 
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On taxes, for example— the Federal Goverment 


+ alone, for the current fiscal year, will receive some- 
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thing like $64 billion in direct income taxes from 
corporations and individuals. It does not impose this 
immense sum arbitrarily in the manner of an an- 
cient despot but in response to the demands of the 
people. In a sense, the people decide what taxes they 
shall bear, though they often are indifferent to the 
fact that in increasing their demands for their own 
advantage, they are at the same time increasing 
taxes for the rest of the population. 

We will see a good example of this next year, in 
the election campaign. We all know that inflation 
threatens and that this would be the poorest time 
to lower taxes, since the additional buying power 
which the pultic would obtain through a reduction 
in taxes would end in increased consumption of 
goods, thereby exerting ever-increasing pressure 
against prices. Still, the public believes it can both 
have its cake and eat it. It wants lower taxes but is 
against paying higher priees. One or the other must 
give and, in the process, economic stability becomes 


more difficult to attain. Yet, unless we can bring 
order to our economic processes, we are in trouble. 


The Burden of Subsidies 


On the question of subsidies — something like 
$12.5 billion a year is now paid out by the govern- 
ment in the form of subsidies to agriculture, to busi- 
ness, to veterans, to builders, to labor, and for gen- 
eral economic or social benefits. This amounts to not 
less than 20% of the entire Federal budget. It is 
directly responsible for a good share of our tax load. 
Yet, not one of the population groups just men- 
tioned would yield one iota in their demand for 
financial aid. 

Unlike the Administrations which preceded it, 
the present Administration has been striving man- 
fully to get its financial house in order and to come 
as close as possible to balancing the budget and thus 
ensure economic stability for the nation. In the proc- 
ess, it has cut deeply into annual expenditures, to 
the amazingly large amount of nearly $10 billion. 

It has effected important economies in its multi- 
tudinous housekeeping departments. It has cut 
deeply into foreign economic aid. But, it has not 
been able to cut into its subsidy payments, not be- 
cause it does not wish to, but because it would be 
politically dangerous to attempt it. 

The present unrest in the farm regions is a case 
in point. The farmers will not yield on the question 
of subsidies, firmly built into their own economy as 
a war measure but retained during the intervening 
years nevertheless, though our mounting crop sur- 
pluses show that continued subsidies are neither a 
solution for the nation, nor for the farmers them- 
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found for we cannot endure the cost of carrying 
the surplus crops indefinitely. Long-range measures 
are available and have been proposed by Administra- 
tion spokesmen but it is a moot question whether 
the farmers will accept a sound plan from which 
they can benefit permanently in lieu of immediate 
cash payments. 

While the farm subsidy situation is the most 
spectacular in the area of government hand-outs, 
there are others that deserve a little looking into. 
For example, we are running housing programs 
at the annual rate of over $200 million, a program 
of grants to States for unemployment compensation 
of a quarter of a billion dollars annually, subsidies 
to shipping of about $200 million a year. These are 
just a few. 


Subsidies No Cure 
Admittedly, subsidies may have their advantage 


in times of emergency but in periods of high pros- 
perity, such as the present, subsidies are unsound 


masters of our economic destiny 


selves, for that matter. Obviously, a solution must be 
because they promote economic instability. Since 
they have a fictitious beneficial effect—and only for 
limited groups—subsidies merely postpone the in- 
evitable adjustment in our economy. 

As we approach the crest of the current wave of 
prosperity, the question persists whether, in the 
event of any turn-down in business, important 
groups of the population will not turn to the gov- 
ernment for more aid. The demand for financial aid, 
in one form or another, would mount. There would 
be a cry for more billions for roads, schools, hospi- 
tals, unemployment compensation, public housing 
and the like, with these funds to come from the 
Federal treasury. Needless to say, worthy as these 
projects are, it would be totally impossible to bal- 
ance the budget under such pressures, particularly 
if taxes had already been reduced. 


But we can probably prevent a major down-turn 
in the economy, and thus consolidate our present 
strong position, provided we take advantage of the 
period of national prosperity and adopt certain 
principles. 


How to Gain Economic Stability 


First and foremost, we must see to it, through 
the agency of the Administration and the Congress, 
that the financial strength of the Government re- 
mains intact and that deficit-spending ends. There- 
fore, we must support the government in its economy 
measures and, at the same time, forego for the 
present any tax cuts. This will enable the govern- 
ment to reduce its (Please turn to page 397) 
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//hen a single corporate entity reaches a point where it com- “a 
mands more economic power than the nation deems safe, it is bound to 5 ii 
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come under the sharp scrutiny of the people’s elected representatives, 
industry in general and, of course, the people themselves. General 
Motors Corp. is proving no exception to this rule. Witness the recent 
Senate hearings under the chairmanship of Senator O’Mahoney and 
the widespread publicity given to this vital subject. 

In a land of giant industrial corporations, GM dwarfs them all. 
It towers over all of them, whether by standards of financial resources 
or volume of business. It reaches into practically every important area 
of American business and industrial activity, in one form or another. 
Through its immense power it is able to expand into the manufacture 
of new products that have been developed at great sacrifice by smaller 
concerns, thus creating a type of competition which is difficult for 
lesser companies to meet. This is properly a matter of concern for in- 
dustry in general and opposition to the growing power of the great 
corporation has been eloquently voiced at the Senate hearings by 
representatives of industry who have felt the weight of GM’s power. 

Fortunately, present inquiries into the scope of GM’s activities have 
not taken the muckraking form of the early 1900’s, when the temper 
of the American people proved itself most hostile to the “‘trusts” of 
the day. Rather, this has been an objective study into the workings of 
“giantism” in industry, from which, it is hoped, constructive results 
will materialize. 

As a matter of fact, giantism in industry is proving a problem to 
the giants themselves, for the massive variety of business activities 
encompassed within their operation is so overwhelmingly large that 
it is impossible for any of the executives to function as easily and 
effectively as heads of smaller companies, with their less complex 
problems. Under these extreme conditions, specialization in the duties 
of even the highest executives of giant corporations has become a 
feature of their latter-day functions. It is doubtful that, if continued 
to its logical limits, such a process would not, in the end, prove harmful 
to these very large companies. 

Officials of GM, intent on enlarging its operations to a point com- 
mencing to elicit sharp protests from different business and public 
interests, apparently have failed to perceive that when a company gets 
to be as large as this it occupies a semi-public, as well as a private cor- 
porate, position. In other words, the public expects this company and 
others which tend toward dominance to give heed to public needs as 
well as the normal pursuit of profit for stockholders. For example, GM 
benefits greatly from the road-building activities of the nation for 
which the American people pay taxes. Naturally, they are going to be 
very much interested in the activities of the big company — and they 
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have a right to ask questions. 

This publication, in presenting this story, does so because it believes 
the subject is of great public interest. It is presented objectively, so 
that the pros and cons of this increasingly important problem in 
American life may be clearly understood. 


When Is It a Monopoly? 


Complete monopoly is by no means essential to the exercise of 
monopolistic power. Any consolidation which covers 80 per cent of 
the output of an industry can dictate the prices at which the remain- 
ing 20 per cent shall sell its competing products. This would be an 
effective monopoly, not yet enjoyed by GM; but GM, through its varied 
subsidiaries producing parts essential to the manufacture of many of 
its competitors’ products, is in a position approaching monopoly. It has 
a power over the prices of many parts, used by competiters, that would 
enable it, almost at will, to wipe out competition or to cause a long 
period of stagnation for its competitors while they tooled up to provide 
their own sources of essential parts. 

Organized as a company in 1908, Buick and Oldsmobile became a 
part of General Motors almost at the outset. The following year, Oak- 
land (later to become Pontiac) and Cadillac were taken into the GM 
fold. In 1911, Chevrolet Motor Co., General Motors Export Company 
and General Motors Truck Company were organized, the latter, GM 
Truck Co., to handle sales of GM’s Rapid and Reliance products. 

By 1916, the rapidly growing set-up was organized as a Delaware 
corporation which acquired all the assets of General Motors Co. Two 
years later, Chevrolet Motor Co. “joined up” and a year later Fisher 
Body became a member of the GM family, coincidental with GM’s 
organization of the Frigidaire Corp. for the manufacture and sale of 
electric refrigerators for home and commercial use. 

When this century was 25 years old, Yellow Truck & Coach Manu- 
facturing Co. was organized with General Motors Truck as a subsidi- 
ary and General Motors Corp. holding the major interest. In 1929, 
Allison Engineering joined GM. Skipping a few years, we arrive at 
the point where the first Diesel engine was installed in a truck by 
xM’s Truck and Coach Division. By November 23, 1954, GM had 
produced its 50 millionth U. S.-built automobile. 

The foregoing is but a brief history of GM expansion, primarily in 
the automotive vehicle field. During the period, other fields were in- 
vaded—air-conditioners, railway locomotives, automotive parts, elec- 
trical appliances, radio, installment financing, insurance and numer- 
ous others. 


The Giant That du Pont Built 


GM, of course, was put together by the du Ponts. In 1915, the auto- 
motive industry was little more than a decade old, subject to more than 
its share of childhood illnesses and in dire need of rich patrons. Infant 
mortality in the industry ran high. There were dozens of small com- 
panies—over 2,000 makes have come and gone since the turn of the 
century. The companies, by and large, were headed by brilliant in- 
ventors or mechanics with scant business know-how. 

A brilliant organizer named William C. Durant was one of the first 
to see the tremendous potential of the gasoline buggy. In 1908, he had 
founded a company called General Motors, but his dream of a car for 
every family was too far advanced for his backers. In 1910, he left 
active management. 

Du Pont officials, to whom Mr. Durant later told his story, agreed 
with his vision of a giant industry. The early years of World War I 
had made it necessary for du Pont to build up a large financial and 
managerial organization. Here was a chance to make it serve in this 
up-and-coming industry, which also needed the tremendous sums 
that E. I. du Pont de Nemours & Co. could put into the business. In 
all, du Pont put some $50 million into the venture and came out with 
two of every nine shares of GM stock. No comparable investment in 
all history has reaped such a rich reward. A measure of its richness 
may be gleaned from the fact that one dividend—the $1 paid by GM 
this month—will give du Pont a sum in excess of the $50 million 
invested. 








The du Ponts, of course, have done more than just 
accept GM dividend checks. In the crisis following 
World War |, du Pont borrowed money to bail out 
GM, but was swiftly repaid. From 1920 to 1923, 
Pierre du Pont served as president of GM. 

At this juncture, it would be helpful to the reader 
who is unfamiliar with the vast scope of GM opera- 
tions to study the accompanying official diagram. 
It should be easy to obtain a fairly good idea of its 
overwhelming size from the diagram. 

It would be superfluous to list here the Canadian 
and other foreign units. Suffice it to say that the 
GM units listed on the chart, in addition to their 
civilian operations, production and other activities, 
have been the beneficiary of about $13 billion in 
defense contracts over the past seven years. 

This is a formidable array of production, distribu- 
tion and marketing. It is by no means complete, 
since it does not list in detail all of the products or 
services of each division or subsidiary. Perhaps it 
will help the reader to summarize briefly the growth 
of GM over the past 25 or 30 years. 


Looking Back to Standard Oil Dissolution 


In 1925, GM had net sales of $734.6 million. By 
1953, the figure had skyrocketed to $10 billion. It 
was $9.8 billion last year. An all-time record will be 
set this year, with sales soaring to around $12 billion 
—this on a capitalization of about $3.3 billion, rep- 
resenting some 275 million shares of outstanding 
capital stock and assets of approximately $5.1 bil- 
lion. When the late Judge K. M. Landis, in Federal 
Court, ordered the dissolution of Standard Oil of 
New Jersey back in 1909, and added a $29 million 
fine for violation of Anti-Trust laws, Standard rep- 
resented a petroleum combine of slightly more than 
$2 billion and was made up of 33 subsidiaries or 
divisions—peanuts compared with the modern-day 
GM empire! 

It can not be said that bigness, of itself, either is 
illegal or, for that matter, detrimental. Often it is the 
bigness of a business enterprise that makes for lower 
costs to consumers, steady employment at high wages 
for tens of thousands, greater dividends for stock- 
holders, more tax revenues for the Federal and local 
governments, and other benefits to the general econ- 
omy. But when bigness assumes proportions that 
enable it to dictate not only prices but marketing 
policies of competitors, as well as marketing prac- 
tices of the producer’s retailers, then it is time for 
the Congress and the Department of Justice to make 
careful and detailed study of that bigness. 

That GM has reached this stature, and has moved 
in on its retailers to the point of dictating even size 
and decor of showrooms, can not be gainsaid. Evi- 
dence before the Senate Judiciary Subcommittee 
clearly points to just such a situation. It also has 
brought out other facts that seem to indicate GM, 
up to this point, intends a monopoly from produc- 
tion to the user’s hands and, in the matter of re- 
pairs and replacement parts, further monopoly of 
the automotive business. 

Indeed, the hearings stirred fears that this was 
but the kickoff for a campaign to “break up GM.” 
Such a move is hardly likely for the foreseeable fu- 
ture, but the investment fraternity will recall that 
the breakup of Standard of Jersey worked out, over 
the long term, to the distinct advantage of stock- 
holders. There is reason to believe that it would 
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prove even more favorable to GM shareholders, for 
= — oddly enough, are worth more than the 
whole. 


What the Senate Hearings Revealed 


Representatives of the automobile repair men i; 
Chicago have testified that GM pressures new-car 
buyers to purchase GM insurance and then refuse; 
to permit the insured to have his car repaired any. 
where but in the shops of the selling dealer “or at 
aimost any other GM shop.” A 1952 consent judg. 
ment provided that GM dealers would have a fre 
choice of credit financing. That is, they would not 
have to finance through General Motors Acceptance 
Corp., finance subsidiary of GM. Many do not, but 
with franchise agreements that are strictly uni- 
lateral, and giving the company life-and-death dic. 
tatorial powers over the retailer, there possibly are 
many dealers afraid to finance retail sales other 
than through GMAC. Incidentally, buying cars on 
time was originated by GM in 1919. 

General Motors, according to one witness before 
the Senate Sub-Committee, has made rapid headway 
toward capturing 50% of the automobile parts busi- 
ness. His major complaint was that General Motors 
advertises that its parts are “genuine.” He described 
this as a “fraudulent” practice and asserted that 
parts-makers furnish identical parts to GM and the 
parts wholesalers. The only difference is the color of 
the package and the name placed on it, he added 
Other witnesses supported this testimony. 

A manufacturer of car heaters testified that vari- 
ous zone managers for the Chevrolet Division of 
General Motors would not approve orders for cars 
that were not factory-equipped with heaters. He de. 
clared that his orders for 1955 model heaters for 
Chevrolets had dropped to a “flat zero.” General 
Motors counsel Henry M. Hogan flatly denied the 
company requires Chevrolet dealers to take delivery 
of cars with factory-installed heaters, and cited a 
1941 cease-and-desist order of the Federal Trade 
Commission against the practice. The witness, how- 
ever, stood by his guns and supplied the subcommit- 
tee with the names of several dealers who swore they 
could not buy his heaters because the Chevrolet 
factory insisted upon shipping new cars with heaters 
already in them. 

In another accessory area—car radios—there has 
been no testimony. It is a fact, however, that most 
GM cars arrive in the dealers’ showrooms with 
radios produced by the Delco Radio Division of GM. 
The car buyer quite possibly, could prefer a radio of 
another maker but, since the car is on the showroom 
floor and ready for delivery and radio-equipped, his 
natural reaction is to shrug his shoulders and accept 
the GM-built receiver, perhaps as satisfactory as any 
other he might have desired. Nevertheless, he has 
been—after a fashion—adroitly “finagled” into buy- 
ing something different from his personal choice. 
Nor is it difficult to imagine the feelings of inde 
pendent manufacturers of automobile radios, frozen 
out of this business by the maker of one-half the 
vehicles on American roads. 





Dominance in Diesel Field 


Moving from the accessory field to something 
heavier, we find GM taking steps to deny its Diesel 
motors to a bus builder 
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1956 
Expansion 
Programs... 


of Great companies- 

Filling a natural growth 

that will build greater 
economic power for the U.S.A. 





By HENRY L. 


2D 

k ecord breaking capital expenditures planned 
by businessmen for 1956 mean added capacity on top 
of an already huge potential to turn out autos, refrig- 
erators, machinery, chemicals and the other ma- 
terials and products which supply government, 
industrial and personal consumption needs. Our 
economy normally is stimulated by business gener- 
ated from the tremendous volume of expansion 
spending which is, in turn, feeding on a rising 
amount of personal and business indebtedness. This 
development makes our prosperity teeter between 
pressures created by the increased debt burden and 
the dangers inherent in the situation if the pace of 
activity slows, balanced against the many advantages 
of newly installed equipment in latest designed struc- 
tures that are often far more efficient than older 
facilities permitting the owner to operate profitably 
even under extremely competitive conditions. 

Given a sufficiently long period of business stabil- 
ity, the spenders today will have been able to repay 
a considerable portion of any debts incurred out of 
funds earned from the new capacity. Thus, they will 
be in a sound position to ride out any storms that 
may brew on the economic weather map. Of course, 
if a downturn should occur too soon, there exists the 
real possibility that companies could be engulfed in 
unpaid bank loans or other financial stringencies 
that force operations at low margins of profit or even 
liquidation. 


Timing of Plant Expansion Important 


Correct timing is an important part of every cor- 
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BLACKBURN 


porate investment program just as much as for the 
individual investor who buys shares of stock. Built 
soon enough, the cost is soon recovered from the 
earnings generated by new facilities yet construction! 
that has been planned too late often leaves a com-| 
pany saddled with excess capacity, possibly heavy 
debt, an unhappy management and sadder stock- 
holders. 

Business leaders are planning to spend more 
money in 1956 on new plant and new equipment than! 
ever before. Data compiled by the Department of 
Commerce and the Securities and Exchange Com- 
mission reveal that first quarter 1956 expenditures 
will be at a seasonally adjusted annual rate of $31.5 
billion. This would compare with a $31 billion rate} 
in the final 1955 quarter and with a total of about 
$28.3 billion for 1955 as a whole. In the first quar- 
ter of next year, expenditures are scheduled to be a 
full 25 per cent higher than in the first quarter of 
1955, the low for the recent period. 





Railroad Spending Mounting 


Although no concrete information is available} 
about the direction of spending, emphasis in pro- 
grams now being developed is on expansion of ca- 
pacity, especially in the steel, petroleum and auto 
industries. At times when optimism is not quite so 
prevalent, modernization of existing facilities pre- 


dominates the spending pattern, with stress on crea-| 


tion of more efficient and more competitive produc- 
tion. 
The biggest spending increase for the first quarter 
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@ STANDARD OIL OF N. J. 







and probably for all of 1956 will be by the railroads. 
First quarter expenditures are expected to be at an 
or the annual rate of $357 million. This is fully twice as 
Built} much as outlays in the like period of 1955. Further 
m the! gains are expected, too, in subsequent periods due to 
ction the normal time lag between the heavy flow of orders 
-com-20W being placed and the time many months hence 
heavy When deliveries will commence. Since the railroads 
stock. have difficulty in raising funds any way other than 
through the sale of equipment trust certificates, it 
more) an be expected that they would use that type of 
t than! inancing combined with currently high earnings to 
nt of) Pay for the new rolling stock. 
Com Prime beneficiaries of this development are the 
itures Producers of freight equipment. The feast and 
$91.5) amine nature of rail equipment business is again 
,.) exerting itself strongly on the gourmand side. Heavy 
backlogs are building up for companies like ACF 





1 rate} 


about! - lasti i 
oa Industries, Pullman and Westinghouse Air Brake. 
be a Change in Airline Financing 


‘er of 


Capital expenditures, in themselves, do not gener- 

ate additional earnings. That is possible only if there 

‘lable! '8 Sufficient market demand to absorb the added out- 
pro-) put at prices in line with costs. The airline industry, 
f eq-|{or example, spends millions and millions of dollars 
auto/¢ach year to buy the latest aircraft and they enjoy 
te so)Sizeable gains in passenger traffic from year to year, 
pre-|yet net income does not reflect the upward march in 
crea-| 0USiness activity because too much of their funds are 
yduc-/Tequired for equipment purchases just to keep 
abreast of competitive developments. Older equip- 
arter/ment is outdated long before it is physically inca- 
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pacitated. 

There are indications that the airlines may be 
changing their pattern of equipment purchase fi- 
nancing by borrowing long term funds and putting 
lesser emphasis on use of retained earnings. This 
would have the effect of permitting more generous 
dividend disbursements in the early years of the life 
of new equipment with the burden of payment post- 
poned until later years when the planes have been in 
use long enough to help earnings. 

Eastern Air Lines and American Airlines have 
already borrowed funds from large insurance com- 
panies and others are understood to be considering 
similar moves. Some point out, however, that the 
deferred payment may remove flexibility of equip- 
ment choice from airlines since they could possibly 
find themselves still saddled with the repayment of 
the cost of equipment on hand several years when 
other lines, more prompt in their write-offs, are able 
to acquire still later models. 

The fabulous auto industry seems to be stimulat- 
ing capital expenditures more than any other seg- 








EXPANSION PROGRAMS 
OF LEADING COMPANIES 


- : 
Planned Spending 


COMPANY 
AUTOS AND PARTs: 


Per od 


ions) 

















Ford $1,500 1956-1958 
Ford 500 1956 
General Motors 500 1956 
| Chrysler 1,000 1956-1960 
| ALUMINUM: 
Kaiser Aluminum 280 1956-1958 
Reynolds Metals 230 1956-1957 | 
BUILDING MAT. 
Pittsburgh Pl. Glass 10 1956-1957 
National Gypsum 10 1956 
Lone Star Cement 57 1955 
Johns Manville 20 1956 
CHEMICAL: 
Dow 75 1956 
Union Carbide 100-110 1956 
CANS: 
American Can 30 1956 
Continental Can 30 1956 
ELECTRICAL: 
General Electric 175 1956 
RCA 28 1956 
| OIL: 
Standard of New Jersey 1,200 1956 
Standard of Indiana 220-240 1956 
| STEEL: 
| U.S. Steel 547 1956-1957 
Armco 110 18 mos. | 
| PAPER: 
International P. 92 1955 
Crown Zellerbach 85 1956-1957* | 
| TEXTILE: 
| American Viscose 16-18 1956 
Owens-Corning Fibreglas 35-40 1956-1958 
| TIRES: 
Goodyear 100 1955-1956 | 
| U. S. Rubber 30 1955 | 
| MACHINERY: 
| Gardner Denver Co. 1.9 1956 
Halliburton Oil Well Co 23 1956 
Outb. Marine & Mfg. 13 1956-1960 
AIRCRAFT: 
Garrett 5 1956 
Republic 12 6/55-6/57 
MISCELLANEOUS: 
Duke Power 103 30 mos. 
Pan American W. Airways 357 1956-1961 
*not including Gaylord Container Corp. 
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ment of the business world. Since few observers, if 
any, now predict that 1956 auto sales will better the 
1955 totals, the spending is not to relieve a shortage 
of product. Rather, it is designed to permit more flex- 
ible operations, reductions in overtime schedules at 
some plants and general improvement of efficiency 
through introduction of automated assembly opera- 
tions where possible. With companies like General 
Motors, Ford and Chrysler planning to make ex- 
penditures totaling $1.2 billion in 1956, steel mills 
and petroleum companies have strong reasons for 
expansion of their own capacities. The former ships 
much of output for use in building cars as well as 
the auto making plants and machinery, while the 
latter, sells much of its output to motorists for use 
in their cars. 

Rising number of cars on the road and a booming 
economy are back of the spurt in spending by petro- 
leum companies. With an increase of 5 per cent to 
7 per cent in refined product sales anticipated for 
1956, the companies are spending about 6 per cent 
more next year for exploration and production in 
crude oil operations and probably increasing spend- 
ing for even more refineries since improved tech- 
niques as well as added capacity are needed to remain 
competitive with other companies in the industry. 




















ALLIED CHEMICAL’S EXPANSION PLANS 


(As Revealed Exclusively to 
The Magazine of Wall Street) 


Allied Chemical’s fixed capital program for 1955 
will involve expenditures of $50-$55 million. Major 
projects for new products include completion of 
the nylon fiber plant at Chesterfield, Va., and of 
the plant at nearby Hopewell producing related 
intermediates, and installation of facilities for pro- 
duction of hydrogen peroxide at Syracuse, N. Y. 
Important expansions were completed at Rich- 
mond, Calif., where sulfuric acid capacity was 
doubled, and at Danville, Ill., where a new plant 
was recently put into run for production of 
“Genetrons,” trade name for Allied Chemical’s line 
of organic fluorine compounds, used chiefly as 
aerosols and refrigerants. 


Expenditures during 1956 are expected to be 
somewhat in excess of the amount spent in 1955. 
Projects include construction of a chlorine-caustic 
soda plant at Brunswick, Ga., scheduled for com- 
pletion in the spring of 1957, a new plant at 
Moundsville, W. Va., for isocyanates, used in the 
production of high grade synthetic rubber, and 
facilities to double capacity for high purity aniline 
at Moundsville. Also included in the 1956 program 
are facilities for the manufacture of insulating 
board at Sunbury, Pa., major expansions of soda 
ash capacity at Amherstburg, Canada, and sulfuric 
acid at East St. Louis, Ill., and Valleyfield, Canada. 

















Expenditures for research and development are 
estimated at about $15 million for 1955 and are 
expected to be somewhat higher in 1956. The work 
of our basic research groups is largely concerned 
with new products and processes, with particular 
emphasis in the fields of synthetic fibers, plastics, 
fluorine compounds and high polymerization. Con- 
siderable effort is being devoted to the study of 
equipment and process improvements and to the 
demonstration of our newer products to potential 
users. 




















Spending, of course, keeps reported net income 
down below where it might otherwise have been but 
for most companies the result is a substantia] in. 
crease in the amount of oil reserves which is almost 
as good as money in the bank. It is easy for an oj 
company to show good earnings—at least for on 
year, according to Robert E. Wilson, chairman of 
Standard Oil Co. of Indiana. If Standard of Indiana 
stopped all exploration, leasing and wild cat drilling 
it could make a 50 per cent increase in the net income 
from production. If it ceased all heavy expenses for 
research, modernization and quality improvement, 
and elimination of advertising and sales promotio 
costs, it could easily double 1955 net income, Dr 
Wilson noted. “But if this were done for a single 
year, results could prove disastrous. A company 
would have lost position which it probably could 
never again regain. 

“In evaluating a company, it is necessary to check 
the extent to which it is keeping up with the proces. 
sion rather than look solely at current earnings,” he 
asserted. 

Standard Oil Co. of New Jersey, one of the world’s 
largest corporations, together with its affiliates like 
Humble Oil and Creole Petroleum has plans to spend 
$1.2 billion in 1956 on exploration and production as 
well as refining, transportation and marketing facili. 
ties. About half the outlay will go for exploration 
and production, about one-fourth for refining facili- 
ties and the remaining fourth for marketing an¢é 
transportation. 

The giant corporations are not the only ones in 
the business world spending money for plant and 
equipment. Most smaller ones, too, have plans to 
spend money for improvement of existing facilities| 
and for expansion. Most apply conservative judg- 
ment to the cost of the new additions, the long term 
demand potential for the added output and the re 
turn on investments but at times a management is 
‘arried away by overoptimistic estimates of their 
markets leading to unwise and costly overcapacity 

Joseph S. Young, president, Lehigh Portland Ce 
ment Co., cites an example of what could happer 
to foolish expansion in his industry. “Unfortunately 
in our industry, the savings in out-of-pocket manv- 
facturing costs which flow from new capital ex 
penditures are usually offset by the resultant sub- 
stantial increases in charges for depreciation. Al 
things being equal, it is safe to say that, if a new 
plant of modern design were constructed near 4 
well-maintained plant of earlier vintage, the oldey 
plant would more than likely have lower overal 
manufacturing costs.” This certainly does not im} 
prove a manufacturers’ competitive position. It does 
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add to his ability to produce which will yield profit#} 
so long as there is a market for the total capacity off 


the new plant. 

But wisely spent funds yield big returns to thq 
capable management of smaller companies. In the ter 
years since first public offering of stock of Hudsot 
Pulp & Paper Corp., the company spent about $4! 
million for new plants and properties and increased 
its sales during the decade to $44.4 million for th 
year ended Aug. 31, 1955 from $6.4 million. Net in 
come in the latest fiscal year was $2.3 million com 
pared with $343,000 only ten years earlier. For thi 
projects started in 1955 alone, and completed o 
scheduled for completion in fiscal 1956, the compan 
will add $20 million more of modern productive fa 
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Advantages of New Plants 


Where growth has not been as radical for a com- 
pany, the new facilities offer a measure of strength, 
for in most cases they are more efficient than the 
existing plants and machinery permitting main- 
tenance of profit margins even if the rate of output 
is reduced. The heavier burden of overhead when 
production is at a low ebb, is eased considerably by 
retiring the older, marginal equipment. 

Applied to a firm like Pittsburgh Plate Glass Co., 
C. R. Fay, vice president and comptroller, describes 
the results of a ten-year $318 million expansion as 
having kept the rate of return on average invested 
capital within a range of 13.6 per cent and 15 per 
cent despite the fact (Continued on page 393) 




















ncome} ijities. With current funds and $3 million more to 
en butf je raised in February through the sale of a promis- 
lal in. sory note to the Equitable Life Assurance Society 
almost of the U. S., Hudson believes it has enough to provide 
an OUP for completion of the current expansion and for 
wl vm adequate working capital on the basis of higher sales 
14N Of volume anticipated. Depreciation of $3 million in 
—— 1955 will be even higher in the current fiscal year. 
rilling With repayment of $9 million currently outstanding 
—— notes at an annual rate of $800,000, Hudson should 
re fo not have any trouble covering repayment of its debt 
mon NL! obligations out of anticipated cash flow. Annual pre- 
a Dr ferred dividend requirements of $750,000 are amply 
pe ; covered by last year’s net income of $2.3 million leav- 
Singit ing $1.5 million available for the million-plus shares 
a of common stock. 
. check Ree en eee 
yroces. CHRYSLER’S VAST 
gS," he (As Revealed Exclusively to 
vorld’s After more than doubling plant space in the post- 
es like war period, we are now rapidly accelerating expan- 
 spen sion plans to keep pace with the record demand for 
tion as automobiles. Between January 1, 1946, and the 
facili. present, Chrysler spent nearly $700 million on plants 
ration and facilities, not including the cost of tooling for 
ae new models. The quickening schedule of growth calls 
facili- for the expenditure of an additional one billion dollars 
ig ali in the next five years. 
nes ir The five-year program will include facilities for 
nt and making passenger car bodies; construction of new 
sally assembly plants and improvement of existing ones; 
ans to} new office buildings for mangagement staffs; expan- 
cilities sion and modernization of plants making engines, 
judg. transmissions and other automotive components; and 
y term an enlarged engineering program with new labora- 
the re- tories and testing facilities. 
3 The forward engineering program includes ex- 
: panded research in the development of the gas tur- 
pacity bine and other experimental automotive engines, in 
nd Ce the field of nuclear energy, in electronics, as it applies 
lapper to vehicles, and in the application of solar energy. 
— The possibility exists that the $1 billion figure for 
arg expansion in the next five years may prove conserva- 
‘al ex: tive. President Colbert’s view is that “It may very 
it sub. well be that if the company continues to move in the 
yn. Al years ahead as it has in 1955, we will find it necessary 
a nev to revise our investment plans upward.” 
ee One phase of the expansion program calls for a 
a network of feeder and regional assembly plants to be 
overall located in key market areas of the country. The most 
ot im} recent development in this program was the an- 
It does nouncement that Chrysler will build one of the 
profits world’s largest stamping and metal fabricating plants, 
city oi in Twinsburg, Ohio. 

This multi-million dollar plant will cover one-and- 
to thd a-half million square feet. It will house 28 lines of 
the ter huge stamping presses consisting of approximately 
Tudsomf| 260 machines. The facility will stamp automotive 

SAI body parts for Plymouth, Dodge, DeSoto, Chrysler 
ut 3 ‘ : “ee ‘ 
reased and Imperial assembly plants in Michigan, Indiana 
for tht and California. 

Net in The cost of the Ohio plant and other projects an- 
n com nounced in 1955 totaled more than $225 million. 
‘or thi These projects included: 

ted of 1. Expansion of Chrysler Division production 
mpang facilities in Detroit by 40%. Chrysler increased its car 
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EXPANSION PLANS 
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production capacity from 800 to more than 1200 cars 
per day by building a new multi-million dollar manu- 
facturing plant and installing a new automobile body 
assembly and painting operation. Plans for this ex- 
pansion were announced January 3, 1955, and con- 
struction was completed in July. 


2. A huge new plant on the outskirts of Kokomo, 
Indiana, for the manufacture of automatic transmis- 
missions for all Chrysler Corp. automobiles, doubling 
the company’s present capacity for producing auto- 
matic transmissions. This program was announced 
February 25, 1955, and initial production began in 
January. 


3. A new Plymouth engine plant in Detroit with 
capacity to produce more than 3,000 V-8 engines per 
day for Plymouth cars. A plant previously used for 
defense production was completely remodeled and 
equipped with the newest machine tools for engine 
output. Termed Qualimatic, the new plant makes the 
most extensive use of automation in the industry. 
The Plymouth engine program was announced in 
March, 1955, and completed in August. 


4. Expansion of the company’s Central Engineer- 
ing Division in Highland Park, Mich., to increase 
working space by nearly one-third and employment 
by 20 percent. Major construction items in this ex- 
pansion program include a large new three-story 
building devoted principally to body design and styl- 
ing; a major addition to the present three-story body 
design building; and a major addition to the dyna- 
mometer laboratories. Plans were announced in 
March, 1955, with completion scheduled for March, 
1956. 


5. Modernization of fabricating, assembly and 
painting facilities of the Automotive Body Division 
Mack Plant in Detroit. The program consisted of 
installing the most up-to-date paint spraying system 
in the industry; realignment of machinery, conveyors 
and fixtures for simplifying body assembly methods; 
and enlargement of metal stamping capacity by equip- 
ping the plant with three new press lines consisting 
of 21 large presses. The program, announced in April, 
1955, was completed by the end of this year. 


6. Purchase of two plants and the equipment and 
inventories of Universal Products Company for 
$3,500,000. The two plants have a total floor area of 
300,000 square feet and produce automotive drive 
shafts and their components, and stampings and 
forgings. 




























The 
Mounting 
Burden 


— of State and Municipal Taxation | 





By JOSEPH C. POTTER | 


i= elections, notoriously, bring out 
relatively small numbers of voters, who seem to 
need the stimuli of great national personalities or 
“hot” political issues to bestir them. It is no wonder, 
then, that political leaders, on the state and local 
levels, prefer an off-year poll to put across some- 
thing like a reservoir or highway bond issue. While 
ordinary folk stay at home in the absence of burn- 
ing issues, the politicos reason, their organization, 
with the aid of those who favor the project, will 
vote it in. 

Tax-weary Americans gave this logic a rude jolt 
last month, when they voted down nearly $1 billion 
of the bond proposals up for approval in more than 
a half-dozen states. These rejections, on the order 
of 75% of the total, contrast vividly with an aver- 
age approval of 85% in the postwar decade. To be 
sure, there must have been many worthwhile proj- 
ects that were lost or, at the least, deferred in the 
1955 poll. But injustices are an inevitable by-product 
of every revolt—and this was a revolt by the ordi- 
nary folk against the remorseless and continuing 
burden of taxation. 

It was not always so. There is little need to re- 
count here how great has become the tax load, im- 
posed at every level of government, but in the end- 
less process of tapping new sources of revenue, the 
tax-gatherers have stirred the ire of the broad 
masses of the people, who once looked upon taxes 
as something only the rich pay. 


The New York Story 


Folks around the country may have wondered why 
the voters of New York State last month turned 
down a $750 million highway issue. For that matter, 
even New Yorkers may not be clear on all the 
reasons for their hostility to the proposal, but it 
could be that the determining factor was the irrita- 
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tion at the already onerous burden of taxes born; 
by these people. They are subject to an increase tal 
of 2% on the first $1,000 of income and 7% oa 
everything over $9,000—one of the stiffest in th 
country. Levies on gasoline, alcoholic beverages an 
motor vehicles, among others, make New Yor 
taxes plenty painful without adding new ones. An 
for the 8 million people who reside in the Greate 
New York area there is a 3% sales tax that started 
out in the depth of the depression as a 1% impos 
to support the unemployed. Like nearly all “tem 
porary” taxes, it has become permanent in ever 
respect except for the rate. 

Indeed, Pennsylvania made history of a sort thi 
year when the Legislature permitted the 1% sale 
tax, enacted in 1953, to lapse, although it may be rq 
vived. Pennsylvania’s Democratic Governor, Georg 
M. Leader, based much of his surprisingly succes 
ful campaign in 1954 on a promise not to rene} 
the tax after its scheduled expiration date, Augus 
31, 1955. This tax did die, aggravating already ser 
ous revenue needs. The Governor now is seeking 
$500 million in new taxes, which he proposes t 
raise by a levy of 3.5% of the manufacturers’ sell 
ing price on goods made in the state for sale withil 
its boundaries or brought into Pennsylvania for us 
or resale in the state. Whatever the relative merit 
of the lapsed levy and the prosposed impost, ther 
is this to consider—corporations don’t vote. We shal 
deal at length subsequently with the Pennsylvani#j 
factory tax, which threatens to drive a lot of busi 
ness out of that state. 


Where Taxes Were Cut 


It could be that the temper of the people, as rq 
flected by the voting on bond proposals last mont 
will breed a new-kind of public official at the stat 
and local level—dedicated to pruning expenditure 
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rather than promising “pie in the sky.” At least 
the Indiana state government campaigned and won 
on a pledge of tax cuts. Taxes in the Hoosier State 
were slashed this year by 11.2%, largest decline 
in the nation. The story was similar in Utah, where 
levies were lowered by 3.1%. Five other states re- 
duced the load—New Hampshire, by 5.4%; Dela- 
ware, 2.8%; West Virginia, 1.3% ; South Carolina, 
1%, and Minnesota, 0.4%. 

It would be neither fair nor accurate to leave the 
impression that only New Yorkers, from whom the 
state collects $1.2 billion a year, are suffering, for 
the lash of the tax-collector is being felt through the 
length and breadth of the land. State taxes have 
more than doubled in less than a decade and state 
debt, over the same span, has quadrupled. The 
people of Kentucky, this year, have been soaked 
with a 17.4% rise in taxes, to lead the nation, fol- 
lowed by New Jersey, where the tax take has gone 
up 16.2%. This has been a banner year for the tax- 
gatherers on the state level, with the estimated take 
at $11,584,000,000, a rise of 4.5°¢ from the $11,089,- 
000,000 which was siphoned off last year. 


The question, inevitably, arises: 
“Where are they taking it from?” 


trend to state corporate taxes, no less than 19 of 
the 33 states latching onto the business levy since 
the 1930’s. 

The depression also spurred the trend to state 
corporate taxes, now on the books of 33 states—19 
of these coming since the 1930's. 

While state individual and corporate taxes are 
more than 100 years old, it was not until 1921 that 
the sales tax Golconda was discovered in West 
Virginia. In the 1930’s her example was followed by 
22 other states. By the 1940’s the total was up to 
28 and another five have followed since 1950. These 
imposts on sales range as high as 3.336 in Wash- 
ington State, which raised it this year from 3%. 
Other notable increases this year were enacted in 
Tennessee, Mississippi and South Dakota, each of 
which went to 39% from 2%, and Illinois and Iowa, 
to 2.5% from 2%. 

Nevada, this year, joined the ranks with a 2°‘ 
sales levy that is expected to catch free-spending 
tourists. Oddly, without benefit of this new tax, 
Nevada’s coffers in the year that ended June 30 
swelled to $46.4 (Please turn to page 395) 








PERCENTAGE OF STATE TAX COLLECTIONS EARMARKED BY PURPOSE 
FISCAL YEAR 1954 


Well, they are taking better than — 
77% of this multi-billion-dollar 
flow from levies on corporations, 
individual income, gasoline, motor 
vehicles, tobacco products, alco- fins 
holic beverages and sales. Twenty- Louisiana 
three find that sales taxes are the Texas 
best revenue producers. Let us New Mexico 
b o Kansas 
examine a number of these state Fidei 
taxes at closer range. Utah 
North Dakota 
31 States Tax Personal Income scnneont 
Tennessee 
. South Carolina 
A trend that took hold during Michigan 
the depths of the economic de- Wisconsin 
pression is the state tax on per- Oklshone 
Montana 


sonal income, now fastened onto 
the people in no less than 31 
states. Of course, the idea was 
far from new, since Virginia had 
(and still has) a personal income 
tax, as well as a corporate tax, 
as far back as 1843. Virginians 





Wyoming 
South Dakota 
West Virginia 
Missouri 
Massachusetts 
Nevada 
Nebraska 

New Hampshire 


suffered alone until 1908, when oe 
Oklahoma adopted the levy on in- aedione 
dividuals. Seven more states fol- Ohio 
lowed between 1910 and 1919, lowa 
another seven in the 1920’s and Maryland 
s : Arizona 
the other 15 came along in the Oregon 
depression of the 1930's. Maine 
The depression-days approach, Kentucky 
generally, was that this was an mcr 
emergency measure, to be ter- ae 
minated when conditions returned Arkansas 
to normal. There is no record Mississippi 
that any of these states jet- Florida 
tisoned the tax in the ensuing — 
boom—as in the case of New North Carolina 
York City “temporary” sales levy, Washington 
it has become a permanent fix- Georgia 
ture. All but two of these 31 tax- a 
hungry states supplement the bite New Jersey 
On individuals with corporate Rhode Island 
Delaware 


levies. 
The depression also spurred the 
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PROCEDURAL hurdles may defeat the highway pro- 
gram in the next session of Congress, or at least limit 
action to authorization, without financing. The Pub- 
lic Works Committee handles highway matters but 





WASHINGTON SEES: 


Industries and investors interested in obtaining 
working knowledge of the subject of peacetime 
uses of atomic energy will have their needs 
supplied under a new information policy which 
displaces the theory that private enterprise should 
go venturing into the relatively unknown on the 
sayso of the Atomic Energy Commission. 

First step was to “background” technical 
writers for news media and business papers. They 
were called to hear AEC Chairman Lewis L. 
Strauss and his first-string specialists. 

For the first time, the meeting was thrown open 
for questions on all phases of nucleur develop- 
ment outside the military. The questions were 
directed principally to Rear Admiral H. G. Rick- 
over, daddy of the A-Submarine, now in super- 
visory charge of construction in the Pittsburgh 
atomic energy plant of Westinghouse. 

The exchanges developed among other things 
facts on the cost of reactors and their installation. 
Spread on the record, too, were estimates of costs 
of delivering power to the consumer and some 
comparative data which showed the new method 
up very well. 

The backgrounding conference was restricted 
to accredited and cleared newsmen. They were 
brought in to reflect by their questions, the prob- 
lems which might make industry hesitate. The 
results will be edited for security, then made 
available to thase with bona fide purpose. 








By “VERITAS” 


the Ways and Means Committee takes care of money 
bills, and neither is willing to yield priority. Ways 
and Means committeemen bolted last year because 
they were by-passed, helped defeat the measure. 
Highway Users Conference is urging authorization 
first, pointing out programming and allocation will 
require months in which large-scale financing isn’t 
needed. 


REPUBLICAN agricultural bloc in Congress has suf- 
fered severe blow in the announcement by Rep. Clif- 
ford Hope of Kansas, that he will not run for 
re-election but will close the book on politics after 
34 years in the House. He has been chairman of 
the committee on agriculture and has displayed an 
uncomon knack in placating farmers during times of 
economic unrest. The Administration needs him 
more than ever now and his announced departure 
will hurt the GOP in the November election. 


REALTORS CONVENING in Washington cited bright 
spots for 1956: ample funds for mortgage loans as- 
sured; minimum need of 30 million new dwellings 
between now and 1975, with early start imperative; 
Congress likely, next year, to make Uncle Sam pay 
“in lieu of taxes” on federal land holdings outside 
Washington. But the real estate men heard panelists 
accord that shopping center construction must be 
watched closely to guard against business hazards 
of population shifts. 


PLAYDOWN of Sen. Barry Goldwater’s impolitic as- 
sertion that the AFL-CIO has “no right” to indorse 
a Presidential candidate is under way. It so startled 
and annoyed the GOP high command that President 
Eisenhower was prevailed upon to make unsched- 
uled plans to address the merger convention by tele- 
phone. Of course they have that right but should 
reflect rank-and-file thought, was his advice. It will 
be the party line from now on. 
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The Teamsters Union, already clearly on record 








as willing to go its separate way although subscribing 
outwardly to the AFL-CIO merger, is planning its own 
lobby program. High on the list is a campaign against 


the "subsidized parcel post." If other unions want to 
come in, it's okay with the Dave Beck crowd; if they 


don't it is still all right. But business mailers, 






































notably the mail order houses, won't be asked whether 
C. Ga they want in or out. They'll have to join issue or 
face the likelihood of higher operating costs. 


Units of private industry employing thousands 
of AFL teamsters compete with the parcel post at many 


Press points. The Union points with pride to the fact that 
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the competition shows the private industry to good 
advantages — operating at a profit, without federal 
subsidy. United Parcel Service, largest of the group, 
has been analyzed and the facts will be submitted to 
Congress. UPS gets receipts, insures, provides pick-up, 
makes return calls when addressees are not at home, and 
beats the government on price, say the Teamsters. Taxpayers add 45 cents to each 
dollar paid out in parcel post mailings, it is contended. 

The history of parcel post has been interesting and marked by conflict. 
It began in 1913 as a service to outlying, rural residents who didn't have regular 
transport service for their mail-order purchases. Rates, demonstrably, have not 
increased with the constant upping of highway freight costs and the result has been 
growing subsidy. Many years ago, business began coming in, attracted by rate 
advantages and sight was lost of the original intent: the rural recipient of single, 
occasional packages. 


The Union is right about subsidies and about lower cost-of-service. The 
Post Office Department probably will defeat the move to end parcel post by a simple 
showing that private operators do not serve the remote areas where the occasional 
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The "CIO News" went out of existence this month and absorbed in its 
editorial and production functions by the AFL Reporter. Created was a new paper 
AFL-CIO News, hopefully launched as the voice of the amalgamated groups and com- 
missioned to walk on eggs in point of space allocation and editorial expression 
for the two big groups. On broad principles there is no conflict but the two 
papers have varied in the past on some issues — in point of space and emphasis if 
not on flat positions. Each has kept a score-card on Members of Congress, determin- 
ing by their votes whether they should be supported as "Friends of Labor." 
Identical evaluators were not always used. 

The two papers are, perhaps, the best known of labor organs in general 
circulation. The CIO News came later than the AFL publication. Until the merger 



































toward common objectives. The AFL has been as much the voice of Meany as the CIO 
has been the sounding board for Reuther on national questions, and the respective 
papers have been the instruments. Whether a joint publishing effort can survive 
the early days of jockeying for position soon will be known. Meanwhile, scores of 
other labor papers are announcing they'll stay in the market to promote their own 
causes. 

















The word has gone down the line of Federal agencies that economy is to be 
the watchword and the campaign battle cry. No saving, however small, is to be 
overlooked to achieve the goal of a book-balanced budget. The Administration 
expects to be attacked on the ground that efficient, businesslike methods might have 
brought on income tax cuts, if they don't come; larger income tax cuts, if they are 
voted — regardless of amount. So the program calls for saving the hundreds and 


letting the millions take care of themselves. 
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Commerce Department is making a manpower survey of the warehouse and 
Storage operations of its agencies, running to almost a score of kinds. 
Treasury thinks it may have too many hands working on personnel matters and 
envisions staff cuts. The Department of Interior has huge maintenance payrolls 
in its parks and stations and is whetting the pruning shears at White House 
insistence. Commerce, Treasury, and Post Office Departments are going ahead with 
plans to utilize automation in handling clerical and "paper" work. The Treasury 
has made the most progress in this area —savings of $60 million this year can 
be documented. 


Department of Interior offers an interesting clinical study in economy 
arising out of business operation. Beam in Secretary McKay's eye is a self- ] 
S 


















































sustaining bureau. Whnen McKay took over in 1952, Interior turned over to the 
Treasury a total of $135 million. It spent $617 million that year. In fiscal 
1955 the figures were brought into much closer relationship: revenues of $315 
millions, expenditures of $560 millions. While operations and services expanded 
over those years, payrolls were cut 11.5 per cent. 
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Geneva" and resumption of the cold war. It's already showing up: the budget for 
next year, now in the making, will include salaries and other expenses of 
maintaining an additonal 2000 employees here and abroad. And the manpower 
increase is linked to the bigger budget State expects to have for maneuvering 


democracies into more friendly relationship with our peace moves. 














































































































Air Force also is standing in the way of across-the-board economy. condi 
AF has told Congress that a proposed 18,000 job cut in its civilian staff is a menc 
much greater slash than the numbers indicate. Contention is made that it is of in 
equivalent to a 60,000-job drop. That reasoning takes into consideration an vesto 
already-ordered plan to let civilians go when military personnel can fill the posts, pha 
plus an earlier cut in manpower, already effected. Defense Secretary Charles E. weigh 
Wilson has authorized a new manpower study. It's an opportunity for the Air Force secur 
to prove its assertion that the 18,000 job reduction program is not feasible. _ Re 
The Administration has been under pressure to order a flat percentage a 
cut of Federal employees in each agency. That would be the simple way to effect nies t 
large economy. It also would be fulfillment of the 1952 pledge to slash payrolls or th 
— a promise only partially fulfilled and one the GOP will be reminded of in next 8 
Fall's campaign platforms. But it's impractical and Ike's advisers are having vob op 
no part of it. Selective cuts are the alternative and that will be the method. Ou 
Since the Eisenhower Administration took over there has been a Federal manpower highl; 
cut of 10 per cent. It's not as impressive as it might sound: it is related in ea 
principally to post-Korea letdown. _* 
Federal agencies concerned with flood control, including the Army be ne 
Engineer Corps, are convinced it is essential to the national economy to make a ions 
frontal attack. The half-way measures of other years won't do any longer. — 
And Congressmen realize it's good politics to move courageously. All of which or in 
adds up to the likelihood that Capitol Hill will talk, and act, in the area of have 
big money next year. But they won't ask the Treasury to pick up the whole check. chang 
The damage is too localized to expect Congress members from non-affected states any t 
to stand for that. No total mentioned to date matches the damage of this year's oF all 
overflowings alone. ’ | major 
The Water Resources Policy Commission reported in 1951 that the i 
Connecticut River floods in 1927, 1936, and 1938 caused damages that totaled $150 as 
million. The damage in one 1955 flood was placed at an additional $526 million, limite 
bringing property damages for the four floods to a total of $476 millions. The dividt 
1950 estimate of cost for all Connecticut Basin flood control projects contemplated, dealt 
authorized or recommended, came to only $154 million, or $232 less than the loss seth 
that might have been prevented. 
DECEA 
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Reappraising 





l Our Recommendations 


By H. F. 


~ 
» ® Magazine of Wall Street, when market 
conditions warrant, presents in each issue recom- 
mendations and suggestions for the employment 
of investment funds or the utilization of funds in- 
vestors may have available for more conservative 
type speculative commitments. These recommenda- 
tions are presented only after careful scrutiny and 
weighing of all the facts relating to each individual 
security. 

Recommendations and suggestions may be made 
in brief, but concise “thumb nail” analyses, or in 
full-scale “investment audits” of selected compa- 
nies that appear from time to time in The Magazine 
or they may be incorporated, together with their 
investment ratings, in special feature articles such 
as Group Studies; “Mid-Year Dividend Forecasts” ; 
and our Department—‘“For Profit and Income.” 

Our recommendations and suggestions, although 
highly selective and, therefore, limited in number 
in each issue of The Magazine, naturally accumu- 
late over a 12-month period. In the interim, how- 
ever, as all experienced investors are aware, it may 
be necessary to make revisions in our recommenda- 
tions or suggestions, or make changes in our indi- 
vidual security ratings. Many such changes are 
noted in our regular feature “Answers to Inauiries”, 
or in special articles. Subscribers to The Magazine 
have the added advantage of keeping abreast of 
changing conditions by requesting our opinion of 
any three issues in which they have commitments 
or in which they are interested. 

All this is in addition to our usual review of the 
majority of our recommendations made during the 
past year which we have just completed and num- 
bers in this instance 80 common stocks, all of which 
are listed in the accompanying table. Although 
limited space makes it impossible to comment in- 
dividually on each stock with the exception of those 
dealt with at some length later on in this article, we 
have comprehensively rated all the issues from the 
practical standpoint of whether they should con- 
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— Over The Past Year — 





TRAVIS 


tinue to be held; whether profits should be taken, 
and whether new purchases should be made. Thes« 
ratings and their intepretation are as follows: 

H—Hold for long-term investment. This means 
that investors who are concerned essentially with 
long-term investment objectives should ignore inter- 
mediate fluctuations and should not accept profits 
but continue to retain their positions. A considerable 
number of issues have been so marked as we have 
seen no reason why our original opinion as to the 
soundness of these securities should be changed. 
Should the fundamental position of any of these 
issues alter, however, due to unforeseen circum- 
stances, we should, of course, revise our rating and 
so indicate at an appropriate time. 

S—for speculative accounts, original cost may be 
marked down through partial acceptance of profits. 
In view of the large size of the profits on a numbe1 
of our recommendations, it may be that investors, 
owing to personal requirements, may desire to ac- 
cept partial profits in order to mark down the 
criginal investment. This rating is limited to issues 
of a more speculative type. However, our rating is 
not to be construed as a blanket recommendation to 
sell. Undoubtedly, many subscribers will desire to 
hold some of these issues, regardless of the size 
of their profit. In that case, we have given a special 
rating (1) for such of these issues as might be 
held by individuals interested in long-term specula- 
tive possibilities and who can afford to waive present 
profits. 

B—Attractive for current purchase; 
ment or speculation. 

S-1—Hold—For investors interested in long-term 
speculative commitments. 

At first glance, these ratings may appear to be 
somewhat complex, but to make them any simpler 
would result in their falling short of their purpose 
inasmuch as they are designed as guides for (1) in- 
vestors pursuing long-term investment objectives; 
and (2) those individuals whose more immediate in- 


for invest- 
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1955 Record of M.W.S. Recommendations 

















Date Price Subse- 
Recom- Recom- quent Points Recent 
mended mended High Profit Price Rating 
(all fractions omitted) 
Crown Zellerbach .................. 1/8/55 59 86 27 ss! 
Bema TCI ...cccccscccessceceee 1/8 45 56 W 53 HB 
IIIS 5:11 apes cndeninenioniainiag 1/8 73 90 17 40° § 
Goodrich (B. F.) Co. .............. 1/8 63 78 15 76 H 
Halliburton Oil Well .............. 1/8 57 69 12 67 s 
International Bus. Mach. ...... 1/8 358 450 92 397 H 
Lily Tulip Cup 1/8 97 132 35 si2. Ss 
Minn.-Honeywell Reg. ............ 1/8 105 140 35 58° H 
Minnesota Mining & Mfg. .... 1/8 87 115 28 107 s 
National Lead ...............:..c00 1/8 61 90 29 84 HB 
BNE MINI ciscsccmiescmsnicniiceeonn 1/8 59 78 19 66 H 
Standard Oil of Calif. .......... 1/8 73 98 25 87 H 
Winn Dixie Stores * .............. 1/8 20 27 7 22 s 
General Precision .................. 1/8 48 71 23 aa oe 
Lehigh Portland Cement ........ 1/8 56 77 21 77 $} 
National Supply ................0. 1/8 39 50 11 49 $? 
Allied Chemical & Dye .......... 1/8 102 122 20 113 H 
Crescent Corp ** 48 74 26 56 $} 
Electric Auto-Lite 39 53 14 45 s 
Bohn Aluminum & Brass ........ 1/22 20 31 WW 29 s 
Western Maryland .................. 1/22 34 51 17 50 3 
Clark Equipment ................+ 1/22 56 90 34 90 H 
Midland Steel Products ........ 1/22 39 54 15 52 s 
Libbey-Owens-Ford ................ 2/5 67 89 22 87 H 
ne 2/5 38 48 10 44 H 
TTI issssinisiopenpiecngioinainna’ 2/5 69 105 36 sa? 
IE IID -cccsininsiinisnnsionniientioannel 2/5 68 91 23 90 HB 
Repalelic Seed .......cccccceccsccssess 2/5 78 109 31 51° 
Cities Service Co. 2/5 116 157 41 59° =H 
Texas Pacific Coal & Oil ........ 2/5 55 73 18 35° § 
Radio Corp. of Amer. ............ 2/5 38 55 17 45 $s} 
Raytheon Mfg. .........ccccsseeseees 2/5 19 25 6 18 $s! 
Babcock & Wilcox ...........00 2/5 68 114 46 97 HB 
EE Oe OD sanscissisciccinicnses 2/5 49 74 25 36°. = S 
PO. Ba Ge ccccrccecececcossescsesnee 2/5 83 105 22 103 
I MIND. iececercatnniansaceniie 2/5 59 73 14 69 
TIGR sa cnccencconccrsctssnsicies 2/5 61 76 15 74 
Baltimore & Ohio ............00000 2/19 38 53 15 46 $s! 
New York Central .................. 2/19 34 49 15 45 $! 
National Gypsum ................. 2/19 49 59 10 53 H 
Southern Pacific Co. .............. 2/19 54 65 1 58 HB 





1—Adjusted for 50% stock dividend. 
38—Adjusted for 22 for 1 stock split. 
5—Adjusted for 5 for 1 stock split. 
*—Formerly Winn & Lovett. 


2—Adjusted for 2 for 1 stock split. 
'—Adjusted for 25% stock dividend. 
S—Adjusted for 3 for 1 stock split. 

**—Formerly Deep Rock Oil. 


RATING: H — Hold for long-term investment. 
S$ — For speculative accounts, original cost may be marked-dewn 
through partial acceptance of profits. 
B — Attractive for current purchase. 
$'—Hold — For investors interested in long-term speculative 


commitments. 
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terests are in relatively short-term capital 
gains. 

Augmenting these ratings are the follow- 
ing comments on a selected group of issues 
making up the accompanying tabulation 
which we continue to consider as attractive 
purchases. As will be noted, all these carry 
the symbol “HB”, indicating on the one 
hand, that they may retained by inves- 
tors who made their purchases at lower 
levels and, on the other hand, are suitable 
for investment at this time by subscribers 
who failed to act on our pervious recom- 
mendations. 


Included in the group is Reynolds To- 
bacco Co., Class ““B” stock which is the sub- 
ject of a “thumb nail” analysis appearing 
elsewhere in this issue under the caption 
“3 Undervalued Stocks.” Reynolds “B”, was 
previously mentioned in the July 23, 1955 
issue of The Magazine. At that time the 
stock was selling around 43 from which it 
has moved up to current price around 
5414. 

Others in the “HB” group on which we 
comment individually herein, are: 


National Lead Co., was given prominent 
mention in our January 8, “Companies 
with ‘Bonanza’ Growth Potentials” article, 
when the stock was priced around 61. From 
that price level, National Lead common has 
made steady upward progress to a high of 
88, breaking from there to 7514 on the sell- 
off that followed the report of President 
Eisenhower’s illness. Since then renewed 
strength in the issue carried it to a new 
high of 903%, from which it has backed 
off to a recent price of 86 at which level 
continues to be a purchase for its long-term 
growth potentials. This company is con- 
spicuously identified with such diversified 
lines as metal products, paint and paint 
materials, chemicals and occupies an in- 
creasingly important position in advanced 
metallurgy. It has a half interest in Ti- 
tanium Metals Corp. of America, and is 
identified with atomic energy through op- 
eration of an atomic fuel production center 
under an AEC contract. Meanwhile, Na- 
tional Lead is establishing new record highs 
in both net sales and earnings in the cur- 
rent year. With net sales in the first nine 
months of $390 million running ahead of 
the like period of 1954 by $62.2 million, net 
earnings for the 1955 nine months increased 
to $2.86 a share, indicating full year’s re- 
sults at approximately $4.20 a common 
share compared with $3.05 in 1954. Divi- 
dends in 1955 were increased to 75 cents 
quarterly with third quarter payments from 
50 cents in the previous quarter. With 
year-end distribution of $1.10 a share, pay- 
ments for the full year were brought up to 
$2.85 a share as against $2.10 paid to com- 
mon shareowners in 1954. 


General Electric Co., was one of 20 com- 
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1—Adjusted for 5 








Date Price Subse- 
Recom- Recom- quent Points Recent 
mended mended High Profit Price Rating 
(all fractions omitted) 
Island Creek Coal .................. 3/5 21 32 WW 31 $+ 
Hercules Powder ..............000.+ 3/5 106 148 42 141 H 
Revere Copper & Brass .......... 3/5 69 84 15 76 s! 
Reynolds Metals ................0. 3/5 128 300 172 50° $! 
| Bethlehem Steel 3/5 116165 49 160 «6H 
| Atchison Top. & St. Fe .......... 3/5 134 163 29 160 H 
om to Chemical 3/5 116 156 40 47° HB 
Bo 3/5 90 137 47 132 $s 
| Anaconda Company .............. 3/5 33 83 30 70 $s 
| Corre de PASCO cecccsnenenene 3/5 46 6© 15 se § 
| Kennecott Copper .............0.-: 3/5 1100—s«129 19 #WSs 6S 
| Magma Copper ......ccccccscsssse 3/5 71 «122 51 102 «S$ 
WD. G. Qype cccrcccsccccccccsscesece 3/19 232 335 103 295 H 
| Pittsburgh Plate Glass .......... 3/19 66 92 26 83 2H 
| American Tobacco ...........<0++. 3/19 65 79 14 78 HB 
| Chrysler 3/19 70 101 31 95 H 
| Du Pont 4/16 169 249 80 22% = «S§ 
General Tire & Rubber .......... 4/16 51 65 14 63 tis 


American Viscose ............000+- 
Union Bag & Paper ................ 


International Paper ..............+. 


| 
Westinghouse Electric ............ 4/30 79 83 a 59 H 
| SS 5/14 85 125 40 58° H 
| Allegheny Ludium Steel ........ 5/14 47 68 21 67 H 
Carpenter Steel ...............000+ 5/14 62 88 26 83 s 
| Jones & Laughlin Steel ........ 6/11 37 54 17 50 oH 
| Joy Manufacturing 48 68 20 66 s 
| Southern Railway 95 109 14 109 «#324 
Youngstown Sheet & Tube .... 6/11 75 108 33 98 H 
Cosden Petroleum .............0-++: 6/25 28 40 12 37 $} 
Pabco Products .........-c.-ceese0 6/25 26 39 13 36 $} 
Union Pacific RR. ...........c00000 7/9 169 205 36 191 H 
| North American Aviation ...... 7/9 58 76 18 7% 86S 
| Reynolds Tobacco “’B” ............ 7/23 43 52 9 52 HB 
Saeed Gee. cccscceenscnsnscesscee 8/6 a4 52 8 51 s: 
Phillips Petroleum 8/2 72 83 11 82 HB 
Cincinnati Milling Machive ... 8/20 64 75 11 73 H 
Schering Corp. ........0+-+ 9/17 33 49 16 49 


Texas Pacific Coal & C 


| %—Adjusted for 2 
| 5—Adjusted for 5 f. 
*—Formerly Winn 


RATING: H — Hold for long-term inves! isont. 
S—vr speculative accounts, original cost may be marked-down 
through partis! acceptance of profits. 
B — rtractive for current purchase. 
$1—Hold — For investors interested in long 
commitments. 


4/16 45 71 26 50° nb 
4/30 76 113 37 i $s} 
4/30 88 117 29 Lae $} 





9/17 60 73 13 34" CS 





—+.usted for 2 for 1 stock split. 
»ajusted for 25% stock dividend. 
\—Adjusted for 3 for 1 stock split. 


O°. s ux dividend. 
1 stock split. 
1 stock slit. 


Lovett. **—Formerly Deep Rock Oil. 
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panies that made up the feature article 
titled, “20 Companies Steadily Raising 
Dividends”, appearing in our January 8, 
1955 issue. At that time, GE was selling 
around 45 and paying quarterly dividends 
of 40 cents. Since then, quarterly payments 
have been raised to 50 cents and the stock 
has moved up to a recent high of 56. In 
recommending General Electric to our sub- 
scribers at the beginning of the year, we 
stated: “As the largest among the electrical 
manufacturers, with an assured position in 
practically every branch, this company 
faces a future of indefinite expansion. The 
stock, accordingly, should be considered in 
the light of a long-term investment and is 
suitable, therefore, mainly for investors 
who can disregard intermediate fluctua- 
tions.” This bears repeating now. GE at its 
current price around 541% continues to rate 
as a stock to own and hold for stable in- 
come and for growth in electrical manu- 
facturing, the fast growing electronics in- 
dustry, and atomic power equipment. 


Inland Steel Co., was one of three steel 
stocks that we selected for inclusion in our 
February 5, 1955, feature article, “Three 
Undervalued Stocks.” Inland was then sell- 
ing around 68, or one and one-half points 
above its absolute low for the year. Con- 
sistent market strength in the issue has 
since carried it to a high of 9114. This was 
reached soon after we again featured the 
stock in our October 1, issue when it pre- 
vailed around 87, as a possible candidate for 
a stock split some time in the near future. 
As we said then, this expectation is giving 
credence by Inland’s growth since the 3- 
for-1 split in 1946. Since 1947, the company, 
retaining a large part of earnings and 
employing internally generated funds, has 
spent more than $185 million in improving 
and expanding mill facilities and bringing 
ingot capacity up from 3.4 million to 5 
million tons. This will be further increased 
to 5.2 million tons by the end of this year. 
Present plans provide for increasing capac- 
ity to 6 million ingot tons within the next 
three years which, in combination with 
other projects, would involve total expendi- 
tures of $260 million, a substantial part of 
which will be derived from retained earn- 
ings and depreciation reserves, although 
some financing, in the form of debt, may be 
resorted to. Meanwhile, Inland reflects its 
increased mill and steel output capacity 
with 1955 indicated net sales of $650 mil- 
lion and net income of approximately $9 a 
share. Dividends, increased in the third 
quarter from 75 cents to $1.00 a share, 
were supplemented by a year-end extra of 
75 cents, making total cash distribution for 
1955 $4.25 a share. At current price of 90 
for the stock, this payout represents a yield 
of 4.6%. 


Monsanto Chemical Co., was one of a 
number of stocks making up the list of 
“Candidates” (Please turn to page 396) 
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By J. C. CLIFFORD 


~ 
we his has been a year of recovery for the 
textile industry. With most segments of the economy 


toppling one record after another, the makers of 


textiles have been very much in the money—only 
the steel industry and the airlines group managed 
greater percentage gains in profits from the preced- 
ing year. For the third quarter of this year, 10 
textile companies, chosen at random, showed a gain 
of 78% from the like period of 1954. 

To be sure, such figures can be deceptive, for the 
textile field was no ball of fire in 1954. For such 
leaders of the industry as J. P. Stevens Co., Cannon 
Mills, Burlington Industries and Bates Manufactur- 
ing, to cite but a handful, 1954 was a year of de- 
clining sales and net profits. Since the industry has 
languished for the past few years, its current im- 
provement, percentage-wise, over dozens of other 
industries must be seen in the light of the lowly base 
from which it has risen. Thus, leading pulp and 
paper manufacturers scored nine-month gains of 
only 27%, but 1954 was another standout year for 
this growth industry. Much the same could be said 
for the food companies (ahead 17%) and petroleum 
products (up 21%). 

Nor have these industries anything like the prob- 
lems that continue to plague the textile manufac- 
turers—troubles that have clung through the current 
prosperity. These woes include fierce competition 
from Japan, the domestic competition which has 
bred low profit margins, over-abundant manufac- 
turing facilities and the upheaval arising out of the 
upsurge in synthetic fibers. Add to these, the rising 
costs of wages and materials, about which every 
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other industry complains, and it becomes easier to 
appreciate the low esteem in which the investment 
community has held the textile field in recent years. 

The scope of the problems besetting the textile 
industry has prompted investors to ask whether 
the sharp gains recorded in 1955 must be charged 
off to a broad-based economic boom that has given 
a “hypo” to every field. There is no little fear that 
the feast-and-famine nature of the business will 
assert itself again when the pace of activity else- 
where becomes less hectic. 


Problems Beyond Their Power 


While the industry can improve profit margins 
by abandoning outmoded facilities and effect econ- 
omies through mergers, there are problems that are 
beyond the power of the textile producers. One, of 
course, is the Japanese competition and the other 
is the Government-ordained rise in the minimum 
wage level to $1 hourly from 75 cents, effective 
March 1, 1956. 

The increasingly important role of Japan in the 
textile market has had repercussions of world-wide 
dimensions, with the crisis in Europe entering a 
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critical phase. In this country, there have been pleas 
for quotas on textile imports, which have been flatly 
rejected by Secretary of Commerce Sinclair Weeks. 
The Administration is against quotas, reasoning 
that quotas on textile would entail riders setting 
quotas on scores of other products and resulting in 
the destruction of United States trade policy. Mr. 
Weeks has been under strong, continuing textile in- 
dustry pressure to support demands for protection 
against low-priced Japanese cotton textiles. The 
American Cotton Manufacturers Association has 
demanded a quota on textiles and the National Asso- 
ciation of Blouse Manufacturers has called for a 
quota to cut imports of Japanese blouses. All the 
industry has obtained to date is an admission from 
Mr. Weeks that “Japanese textile imports have 
reached astronomical totals.” 

It appears that textile exports by Japan to the 
U.S. this year will exceed 200 million yards in piece 
goods and garments. Japan has some 380,000 looms 
in place, against 370,000 on cotton goods produc- 
tion here. In answer to the argument that 200 mil- 
jion yards, or about 2% of U. S. cotton output, 
cannot do any real damage, the industry can cite 
the destructive impact on the domestic price level 
from such a substantial amount of goods coming in. 

Hourly wages here are about 10 times what they 
are in Japan, averaging $1.20 an hour in South 
Carolina. The cost differential makes possible com- 
petition which U. S. producers simply can’t meet. 
Of course, the U. S. wage level will rise sharply 
next March, when the $1 minimum wage will pro- 
vide automatic pay boosts for large numbers of mill 





workers and lead to demands from semi-skilled and 
skilled employes for increases from the bare mini- 
mum prescribed by law. 


Marriage of Fibers 


Where it has been left to its own devices, the 
industry has managed to overcome substantial ob- 
stacles. As a case in point, the so-called battle of 
the fibers has dwindled to little more than an occa- 
sional skirmish. Indeed, the merging of natural and 
man-made fibers is one of the most significant de- 
velopments in the industry’s history. By mixing the 
natural fibers of cotton, wool or silk with the cellu- 
losics—rayon and acetate—or such synthetics as 
rayon, nylon, orlon and dacron, the textile industry 
is turning out improved fabrics that have the par- 
ticular advantages of each fiber. 

Weavers and clothing manufacturers are enjoy- 
ing a boom in such items as shirts made of 65% 
dacron and 35% cotton. There is an increasing be- 
lief that such blends account for a superior product 
as against all dacron or all cotton. The combination 
of dope-dyed or bulit-in color acetate which is sold 
under such trade marks as Celanese Celaperm and 
Chromspun, with cotton fillings, has found tremen- 
dous acceptance in the popular garment trade for 
washable dresses, for party dresses and shirts. An- 
other advantage of blending natural and man-made 
fibers is that it allows the natural fiber to penetrate 
into fields that were closed to it before the addition 
of the bolstering influence of man-made fiber. Com- 
bining man-made fibers and silk is one of the out- 










































Position of Leading Textile Companies 
- 1954 1955 
Net Net Div 9 Months Indicated 
Sales Per Per Net Sales Net Per Full-Year Price Range Recent Dw 
(Mil.) Share Share (Millions) Share Div 1954-55 Price Yield 
American Viscose , Foes $217.1 $2.31 $2.00 $195.6 $3.43 $2.50° 71352—30% 50 5.0% 
Beaunit Mills ....................... secccmaiaaddin 84.0' 2.59° 1.00 52.0- 3.13 1.35 38%s—13% 38 3.5 
Belding Heminway .............. siccadbehaia 21.5 1.14 .70 n.a. 07 .70 173s—10'* 12 5.8 
Botany Mills ...............0000. , 22.8 19.26 _ n.a. n.a. - 6 — 1% 3 - 
RSET IRE See ner arnt Pee 347.4 94 .60 515.2 1.83 80° 21\4— 9% 17 4.7 
Nn ee 182.6 4.39 3.00 86.1" n.a. 3.00 61 —44% 54 5.5 
Celanese Corp. of Amer. ..................... 147.6 32 6242 132.3 .88 50 26%s—16'4 20 2.5 
Chadbourne Gotham 2..0..........cccccccceesseeeees : ‘ 4 4 4 n.a. 5'e— 4 4 _ 
SEE III’ snscn:icisetsieasacieaninimtbinuesiniiniieaba 82.6 3.25 2.50 52.9 2.00 2.50 49 —32'2 46 5.4 
a 140.6 71 1.20 124.3 1.06 .80 24%—17 17 47 
I ia ats 20.4° ! .37 10 17.3 02 10 W—7 8 1.2 
Dan River Mills .......... Pee Re ae ee , 81.7 92 .50 63.6 82 75 1658—T1"% 14 5.3 
ETS, siccsisnnetiinisinpuaeiai 24.5 35 10 n.a. d 34 10 12%:— 7 9 1 
ee eenwees 65.9 4.01 3.00 63.0 4.20 3.00 5834—39 49 6.1 
I il 19.4® d 64° 25 43.2' 93' 25 25%4—12'2 20 1.2 
Lowenstein (M.) 186.0 2.50 1.02'2 238.6 2.69 1.17% 31%—15% 30 3.9 
Pemeperell Ole. Ce. ca naseeccxcecsceeccccncessscoseon 85.2' 4.91' 4.00 84.6' 3.88' 3.75 72-58 59 63 
Powdrell & Alex. ..... eoibiaiciceieilancteacsa aes 7.5 43.61 _ 46 06 — 9V%4— 5% 8 _ 
Rayonier, Inc. ........... Pe rE eer eee ee 86.9 2.05 .70 105.6 2.17 1.08 41%—10'% 34 3.1 
Reeves Bros., Inc. ......... sis 49.9' .10° 1.05 12.77 33° 1.00 185s—12% 14 7.1 
I 277.5 90 1.50 230.4 1.45 1.25 3014—22"4 26 48 
I tated 99.7 42 .10 130.5 1.44 .60 25%s— 6% 25 2.4 
United Merch. & Mfg. .......... i fs 341.8° 2.90° 1.00 n.a. .50 1.108 235s—11"% 19 5.7 
Van Raalte Co. .............. saieieiaiibbian 26.6 3.39 2.60 20.2 2.47 2.60 391s—28%4 35 7.4 
Wyandotte Worsted  ...........cccccccssscssesseeeeneeee 14.4 13 = n.a. 42 .20 12 — 6% 9 2.2 
n.a.—Not available. 4—Gotham Hosiery—Chadbourne Hosiery merger 
d—Deficit. effective 9/19/55—no pro-forma reports available. | 
1—Year ended 3/31/55. 5—Year ended August 31. 
2—6 months. 6—Year ended June 30. 
8—Year ended Oct. 1. 7—Quarter ended Sept. 30. 
8—Plus stock. 
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standing examples in this direction, enabling silk to 
be used in types of fabrics that prior to this had 
not considered its use because of fragility and deli- 
cacy. Higher-priced men’s and women’s suits com- 
posed of Italian silk blended with rayon or acetate 
(normally 50% of each) already have proved their 
popularity at the coneumer level. 

Celanese Corp. will have at Charlotte, N. C., for 
experimental purposes, equipment of practically 
every type used in the industry to spin, weave, dye, 
finish and test fabrics of all kinds. It will tackle 
such problems as controls required in finishing fab- 
rics made of Celanese Arnel tri-acetate and fabric 
constructions needed for its new industrial fiber, 
Fortisan-36. Another important study will be di- 
rected to the endless blending possibilities. Research 
facilities on such a scale now are found only at 
American Viscose Corp. and E. I. du Pont de 
Nemours & Co. Du Pont combined operations at four 
different sites into its $5 million technical research 
laboratory, completed two years ago. 


Marriage of Companies 


In addition to the benefits flowing from the mating 
of the fibers, the industry has been helped by mer- 
gers and diversification programs. Probably the most 
striking example of this merger-diversity trend was 
provided this year with the birth of Textron Ameri- 
can, Inc. It brought together Textron, American 
Woolen and Robbins Mills with the combine moving 
beyond the textile field into aircraft components, 
precision instruments and electronic devices. Toward 
the close of the year, Textron added a metal-fastener 
concern and a plywood mill. Total annual sales of 
the two are estimated at $25 million. Net profit of 
Textron American is expected to reach $7 million 
this year on sales of about $200 million. Target for 
next year is a volume of more than $300 million. 
Consolidated net last year totaled $1,262,000 on sales 
of $99.7 million. The stock has improved prospects 
and can be held as a speculation. 

Burlington Industries, Inc. is the giant of the in- 
dustry, a status attained through its acquisition of 
such companies as Pacific Mills and Goodall-San- 
ford. Burlington, generally, had been associated 
with development, manufacture and merchandising 
of fabrics produced from man-made fibers. With 
diversification into natural fibers and blends, a 
change of name was deemed appropriate. Formerly, 
it was Burlington Mills Corp. 

Burlington today is the parent of a family that 
includes Galey & Lord, Ely & Walker Dry Goods 
Co. (acquired in September), Burlington Hosiery, 
Peerless Woolen Mills, National Mallinson, in addi- 
tion to the pair cited in the foregoing. The Palm 
Beach Co. of Goodall-Sanford is the nation’s largest 
maker of summer suits. Pacific Mills has eight cot- 
ton and rayon plants and six woolen and worsted 
plants, all but one—the worsted unit—in the South. 
Ely & Walker, the newest acquisition, is believed to 
have the largest distribution organization of its 
kind in the country, plus textile mills, bleachery and 
print works, garment-manufacturing branches, ho- 
siery mils and distribution and sales offices. 

Burlington, for the fiscal year ended October 1, 
had consolidated net profit of $16,370,000, equal to 
$1.83 a common share on the 8,139,525 common 
shares outstanding at the end of the period. Of the 
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total, Ely & Walker contributed 15 cents a share, 
For the 1954 fiscal year, net amounted to $8,437,000, 
or 94 cents a share on the 7,660,377 common shares 
then outstanding. A 10% stock dividend was paid 
in September. Consolidated net sales for the Octo. 
ber 1, 1955, year totaled $515,212,000. After exclud. 
ing sales of $126,668,000 of Pac“c Mills and 
$6,701,000 of Ely & Walker, Burlingtcn’s sales total 
was $381 million. In fiscal 1954, sales, including 
$22,432,000 for Pacific Mills, amounted to $347, 
494,000. The stock seems an attractive speculation 
for the long pull. 


Avisco Enjoys Boom 


American Viscose Corp. is an outstanding ex. 
ample of the upsurge in man-made fibers. Increased 
use of its products in new fields and greater ef. 
ficiencies in manufacturing op2rations have con- 
tributed substantially to the betterment. Sales for 
1955 are expected to be over $255 million, against 
$217 million in 1954—a rise of 18%. Profits are 
likely to be on the order of $5.50 a share of common 
stock, compared with $2.31 in 1954. For the nine 
months ended September 30, Avisco sales totaled 
$195,652,000 and net was $18,315,000, or $3.48 a 
common share, against volume of $156,219,000 and 
net of $6,116,000, or $1.04 a share, in the like 1954 
period. Stockholders, who had been getting 50 cents 
at quarterly intervals, received $1 in the November 
quarter, followed up by a 25% stock dividend. 

Of overriding importance is the sharply higher 
profit margin of Avisco, alongside most textile com- 
panies. Indeed, the question often arises whether a 
company that plays a leading role in such fibers as 
rayon, acetate, nylon, dacron, orlon and acrilan 
should be classified with chemicals rather than tex- 
tiles. The answer embraces both concepts. The pro- 
duction processes are chemical and require the same 
technical] skills in chemistry and engineering that 
one finds in the chemical industry. The markets, 
however, are principally in the textile and auto 
motive tire industries. In research and product de. 
velopment, those in the man-made fiber industry 
must direct their talents to the needs of the textile 
field—fashion and the wearing qualities of apparel 
—while in the automotive tire field, safety and utility 
are the important requirements. 

Man-made fibers, of course, belong to this cen- 
tury and take their place as broad-horizon products 
along with the atomic, electronic and aircraft in- 
dustries. It is a far cry from the American Viscose 
type of operation to the fading one-fabric, one-line 
cotton mill. This stock is one of the strongest of the 
group and is worth holding. 


Profit Murgins 


Like Avisco, Textron and Burlington, repre 
sentative companies will be able to show sharp gains 
for 1955, best year since 1950. A common failing of 
innumerable textile mills is their inability to raise 
substantially the return on sales and return on net 
assets. The industry, in relation to other fields, is 
near the bottom. Companies such as Textron believe 
the solution is to be found in blending non-textiles 
with the traditional line of goods. Royal Little, 
chairman of the board of Textron, has noted that 
the investing public is not enthusiastic about tex- 
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tile stocks. Most of these equities can be bought for 
50% or less of book value or net assets. 

Since this is an outstanding year for the industry, 
it is neteworthy that net profit per dollar of sales 
from cotton textiles is running below the 3% figure. 
This lean “take-home pay” is only one of the reasons 
for the unpopularity of the industry at a time when 
many mills, especially in the Southland, are work- 
ing around the clock six and seven days a week. The 
aforementioned Japanese competition, the scheduled 
hike in wages and the over-abundant facilities round 
out a picture that is hardly conducive to entice the 
investment community. Nor is this all. For it must 
be borne in mind that almost every serious setback 
in the industry has been preceded by a protracted 
period of good times. Furthermore, a cyclical rhythm 
of about two years of good business followed by 
several months of poor sales has imposed itself 
on the industry during the last quarter century. 

Already a note of caution has crept into the trade. 
This could translate itself into a slower second 
quarter next year, though prospects for the first 
three months remain good. In the first place, it has 
been estimated that about half of the production of 
cotton mills already is sold for that period. The 
November-December period, traditionally, is the 
most active. Some soft spots are in the picture. The 
rayon weaving industry is far from being in the 
prime of health, despite the fact that rayon and 
acetate yarn shipments have amounted to 946.5 
million pounds during the first nine months of this 
year, compared with 803 million pounds for the like 
1954 period. 


150,000 to Get Automatic Rise 


No small measure of current pessimism over 1956 
stems from the rise in wages that will take effect 
next March. Some 150,000 workers in Southern mills 
alone will draw down about 
$75 million more per year, » =< —y 
thanks to the revised mini- 
mum wage. It is reason- 
able to assume that the 
wage increase automati- 
tally granted to the bobbin 
boy will stir new demands 
from skilled workers, fore- 
men and overseers. Nor 
should it be assumed that 
this field is in the mold of 


the steel industry, where 
wage boosts can be com- 
pensated by price rises. 


Foreign and domestic com- 
petition in the textile field | 
are murderous. 20 Fass: 
The low-wage South has 
been no little factor in at- {| 


U.S. PER CAPITA CONSUMPTION OF 
COTTON, WOOL & MAN-MADE FIBERS 


have, for the most part, turned their backs on the 
blandishments of labor organizers. Still, the unions 
have won some minor skirmishes. There was a big 
triumph, too, this year—the capture of the huge M. 
Lowenstein finishing plant at Rock Hill, N. C., 
where the union forced a 5-cent hourly rise. 


Apparel Getting Less of Dollar 


While the industry has been developing markets 
far beyond the apparel line—tire cord yarn is a 
notable example—the industry is dependent on the 
level of consumer spending for wearables. In an 
age of overweening pride in the appearance of the 
family automobile and growing informality of per- 
sonal attire, the industry is face to face with a 
serious problem. No one will dispute the point that 
Americans today are better fed and better housed 
than ever before, but it is to be doubted that they 
are better dressed. The couple whose idea of an 
evening’s fun is to drive out on the highway and 
stop for refreshments at a roadside stand, naturally, 
feel less need to “dress up” than their parents, 
who strolled in town and dined at a smart res- 
taurant. 

As a result, the entire apparel industry is fighting 
against a steady decline in its share of the con- 
sumer dollar. Its plight is graphically shown by 
statistics on post-war production and buying trends. 
Thus, in 1946, the American people spent $11.40 of 
every $100 of its disposable income for wearables. 
It now spends but $7.60 of every $100 for clothing. 
That is a decline of one-third. 

Probably, the most hopeful sign for the industry 
is the intensive development of the man-made fibers, 
an element that was not present, to any appreciable 
degree, in the pre-war years. Those companies that 
have latched onto the natural and synthetic fibers, 
achieved diversity, (Please turn to page 397) 
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Southern workers, whose 
living costs have spiraled 
with the trend to indus- 











trialization of the region, 
will be content indefinitely 
to lag behind the Northern 
brethren. Up to now, they 
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Undervalued 


Stocks 


By OUR STAFF 


~ 

a, years-long upsurge in the main body of 
stocks has whittled sharply the number of good- 
grade issues that might be described as undervalued. 
Indeed, uncovering any substantial number of stocks 
that would qualify for this category represents a 
painstaking project. It would be simpler chore, by 
far, to cite the issues that are overvalued. 

Our searches and surveys have led us onto several 
stocks that, we believe, have not fully discounted the 
progress achieved, or in prospect. From the group, 
we have selected a trio, each in a different industry, 
that appears attractive. Though these three are con- 
siderably ahead of the low points reached in 1954 
(on the order of 40% to better than 100%), they can 
not be termed excessively high, whether the yard- 
stick be present earnings, estimated earnings over 
the near term, or their relation to other stocks. 

Companies chosen are R. J. Reynolds Tobacco Co., 
an old-line, outstanding producer of tobacco prod- 
ucts; Royal McBee Corp., which resulted last year 
from a merger of two office-equipment companies 
and created a better-rounded product line; and Cleve- 
land Electric Illuminating Co., a utility serving one 
of the fastest-growing areas in the country. 

While a tobacco producer, an office-equipment con- 
cern and an operating utility, of course, have little 
in common, these three—aside from sharing an un- 
dervalued status—enjoy able management, are long 
established and have excellent growth possibilities 
within their respective fields. They provide yields 
ranging from 4.3% to better than 5% and, inci- 
dentally, have this in common—each has raised the 
dividend this year. Moreover, in the light of good 
business prospects, any or all of these could very 
well boost the dividend anew in 1956, since they 
pursue a highly conservative payout policy. 
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CLEVELAND ELECTRIC ILLUMINATING CO. 


BUSINESS: Company operates an interconnected electric system serving 
Cleveland and Northeast Ohio areas, extending for about 100 miles 
along south shore of Lake Erie, comprising about 1,700 square miles 
and containing a population of about 2 million. Company also furnishes 
Cleveland with steam. 

OUTLOOK: This well-managed utility should continue to benefit from 
general improvement in business in a constantly growing industrial 
region and from a rate increase, effective last February. Rate increase 
should halt decline in rate of return on investment in property and 
plant, which dropped from 4.9% in 1953 to 4.7% last year. Rate 
increase should boost revenues by over $4 million yearly. Rate of return 
also should be helped by cost-cutting measures. It is estimated the 
C. E. |. four-year savings from a “work simplification” program came 
to $1.8 million. Company finished 1954 with 151 fewer workers than 
at end of 1953. Revenue has risen each year in the post-war decade 
and doubled over that span. For quarter ended September 30, the slack 
summer season, gross was $24,817,000 and net profit $3,941,000, or 
55 cents a share, against gross of $21,264,000 and net of $2,693,000, 
or 36 cents a share, in like 1954 period. Gross and net this year should 
top the showing of 1954, when earnings per share totaled $1.93, based 
on the common stock split of 2-fer-1 in May. Steady progress has been 
maintained in enlargement and improvement of system. Construction 
expenditures last year totaled more than $27.5 million, increasing total 
investment in property and plant to $386.5 million. At close of 1954, 
capital expenditures budget totaled $52 million. About half of this was 
earmarked for a further increase in capacity, already underway. Gross 
construction expenditures since World War II total $237 million and 
further expansion, amounting to $160 million, is envisaged for current 
five-year period. 

DIVIDENDS: Stockholders have been receiving 40 cents at quarterly 
intervals since the split, against 32 1-2 cents (adjusted) previously. 
Company long has clung to conservative payout policy. Payments on 
common have been made since turn of the century. 

MARKET ACTION: Recent price of 37 compares with a 1954-55 price 
range (adjusted) of High — 41, Low — 26%. At current price, yield 








is 4.3%. 
COMPARATIVE BALANCE egy By 
DP. kL 
1945 1955 Change 

ASSETS (000 omitted) 
Cash & Marketable Securities .................. $ 18,566 © $ 10,217 —$ 8,349 
ES eee 3,712 6,900 3,188 
Materials & Supplies ........................ 3,625 12,731 9,106 
Fe, —E——eeeeen 25,903 29,848 3,945 
Plant & Property 174,866 404,299 229,433 
Invest. & Funds 1,917 os 1,917 
CE ETO mae ae 1,840 2,096 , 256 
TOTAL ASSETS ......... $204,526 $436,243 +-$231,717 
LIABILIITIES 
TOTAL CURRENT LIABILITIES ................... $ 7,677 $ 25,267 $ 17,590 
=. __ eee 4,141 670 3,471 
Reserve for Depreciation ......... 52,390 104,439 52,049 
Other Reserves ..............00..0++ 7,610 290 7,320 
Long Term Debt 50, 140,000 90,000 
Preferred Stock 25,499 25,562 - 063 
Ee 40,871 100,554 + §9,683 
Surplus Restrict.—Future Tax ............+ _ 9,550 + 9,550 
cian $ 16,338 29,911 13,573 
TOTAL LIABILITIES ........ $204,526 $436,243 $231,717 
... - $ 18,226 $ 4,581 —$ 13,645 
si ‘as RRS 3.4 1.1 —- 23 
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{Shs. $3.60 Pid: 473,775 - $100 par 
‘Shs. $4.50 Pfd: 266,000 - $100 par 
-——7Shs. Class B: 9,543,747 - $10 par 
‘Shs. Common 456,253 - $10 par 
Fiscal Year Dec. 31 





REYNOLDS TOBACCO ‘B' 


1929 - 1935 
High - 66 


—j——"T—108_ - BT 


ott =r == | 
lao! 





Long Term Debt 














[THOUSANDS OF SHARES 


. ng al a, einallnthia 














ROYAL McBEE RTL 





Typewriters 





> Tera Debt: ——$10,1 













Wor , Adjusted 
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1946 | 1947 1950 | 1951 | ill i 4 | 1945 | 1946 | 1947 | 1948 | | | 1952 1954 
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R. J. REYNOLDS TOBACCO CO. ROYAL McBEE CORP. 
BUSINESS: Second-ranking tobacco producer, turning out such cigarettes BUSINESS: The company was formed last year by merging Royal 
s “Camel,” the top seller in the field; “Winston,” one of the leaders Typewriter Co., largest maker of typewriters, and The McBee Co., a 


a king-size brand. Other items in- 
tobacco, and chewing 


among filter-tips, and “Cavalier,”’ 
clude “Prince Albert,” a popular-priced pipe 
tobacco. 


OUTLOOK: Widely publicized statements, linking lung cancer to smoking, 
have been hurtful to all tobacco producers, yet Reynolds’ net profit 
last year, totaling $44.8 million, equal to $4.19 a share on Class B 
common, was the highest in the history of the company. This achieve- 
ment, of course, was aided by the termination of the excess profits 
levy, since sales declined to $814.2 million in 1954 from $876.1 million 
in 1953, when net was equal to $3.12 a share. Sales this year have 
been trending upward once more, helped by the popularity of “Winston.” 
For the nine months to September 30, net was $40,975,000, or $3.88 a 
share, against $34,467,000, equal to $3.22 a share in the like 1954 
period. Net for all 1955 is expected to be well above $5 a share, a 
rise of nearly 25% from the peak set in 1954. Reynolds has been able, 
over the years, to step up over-all efficiency, which is reflected in steadily 
higher net per dollar of sales. The figure was boosted from 3.62 in 
1952, to 3.90 in 1953 and 5.51 last year. While the trend among 
smokers is away from standard-size cigarettes, which could entail loss 
of the top spot for its “Camel” brand, its filter and king-size entries 
have made substantial strides, although promotion of new brands is 
costly in this industry, which is a top spender for advertising. 


DIVIDENDS: The quarterly payment was increased this summer to 70 
cents from 60 cents. Even the current $2.80 annual rate is conservative 
in the light of earnings and strong finances. Prospects appear good for 
another dividend boost next year. Dividends have been paid in every 


year since 1901. 


MARKET ACTION: Recent price of 541% compares with a 1954-55 price 
range of High — 547%, Low — 33%. At current price, yield is slightly 
better than 5%. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 


ASSETS (000 omitted) 

1945 1954 Change 
TIED nnicninhcueititasaianninie $ 14,399 $ 23,562 +$ 9,163 
Receivables Net ........ 14,795 6, 12,114 
Inventories . : 265,022 523,554 258,532 
Other Current Assets “ 2,294 — 2,294 
TOTAL CURRENT ASSETS 296,510 574,025 296,510 
Net Property ... seetbittaieeiehaiindahesiedbicidiniaiait 15,476 40,260 24,784 
Investment and Funds . 2,615 1,723 892 
Other Assets . 626 1,628 1,002 
TOTAL ASSETS ........ $315,227 $617,636 $302,409 
LIABILITIES 
Notes Payable ......... $ 76,500 $ 74,000 $ 2,500 
Accounts Payable 1,731 4,323 2,592 
SS eee 2,007 4,270 2,263 
Tax Reserve .... 16,577 62,279 45,702 
TOTAL CURRENT LIABILITIES 96,815 144,872 48,057 
Long Term Debt .... 120,000 114,000 
Preferred Stock 75,000 26,000 
Common Stock ....... 100,000 -- 
ae 177,764 114,352 
TOTAL LIABILITIES. $617,636 -+-$302,409 
WORKING CAPITAL ... $429,153 -+- $229,458 
CURRENT RATIO .............. 9 + 
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leading producer of accounting and statistical machines and supplies. 


OUTLOOK: The income account already is reflecting the rapidity with 
which integration and efficiencies have been achieved. Net earnings rose 
30% in the first year of consolidated operations. Earnings for the fiscal 
year ended July 31 were $3,633,000, equal to $2.45 a common share, 
against $2,791,000, or $1.83 a share, in the preceding year. Sales in 
the first fiscal quarter, ended October 31, 1955, increased 31% and net 
was almost five times earnings for the like period last year. Sales for 
this most recent quarter climbed to $22,782,000 from $17,363,000 and 
net rose to $1,567,000, equal to $1.10 a common share, from $319,000, 
or 17 cents a share, in the year-ago quarter. Incidentally, first-quarter 
profit included non-recurring net of $378,644, amounting to 17 cents 
a share, the result of an award in litigation. The award was made by 
Remington Rand division of Sperry Rand Corp. in connection with the 
company’s “magic margin” device for typewriters. Various research pro- 
grams within the company have been coordinated. Research and develop- 
ment expenditures for fiscal 1955 were almost 40% greater than the 
previous year and budgeted expenditures for the current year have 
been boosted another 80%. Results of the stepped-up research program 
are expected to be evident over the near term as new automated office 
equipment now being developed is put on the market. The company 
expects to save $150,000 yearly by moving executive offices to Rye, N. Y., 
from New York City next spring, in addition to improving efficiency 
through better working conditions. The company has paid $950,000 
for an office building at Rye and expects to invest another $150,000 
in it. 


DIVIDENDS: The quarterly payment was increased to 35 cents from 30 
cents with the October payment. Even with this boost, the payout is 
conservative. The rate easily could be raised or an extra voted in 1956. 


MARKET ACTION: Recent price of 30% compares with a 1954-55 price 
range of High — 313%, Low — 14%. At current price, yield is 4.6% 


COMPARATIVE BALANCE SHEET ITEMS 


July 31 

ASSETS (000 omitted) 

1945 1955 Changes 
Cash & Marketable Securities $ 7,574 $ 3,746 $ 3,828 
Receivables, Net 1,963 16,635 14,672 
Inventories nite 4,098 17,459 13,361 
TOTAL CURRENT "ASSETS 13,635 37,840 +- 24,205 
Net Property ....... 1,935 12,358 10,423 
Invest. & Advances 247 1,308 : 1,061 
Other Assets * : 926 1,545 : 619 
TOTAL ASSETS ... ; $ 16,743 $ 53,051 +-$ 36,308 
LIABILITIES 
Accounts Payable $ 702 $ 2,506 $ 1,804 
Tax Reserve 586 3,803 3,217 
Accruals 1,273 3,197 1,924 
TOTAL CURRENT LIABILITIES 2,561 9,506 6,945 
Long Term Debt —— 10,000 10,000 
Preferred Stocks 3,769 7,181 3,412 
Common Stock . 1,074 1,343 + 269 
Surplus . - 9,339 25,021 + 15,682 
TOTAL LIABILITIES © atime . $ 16,743 $ 53,051 $ 36,308 
WORKING CAPITAL ............. $ 11,074 $ 28,334 +-$ 17,260 
CURRENT RATIO .. a 5.4 3.9 — 4115 
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Two Great Steel 
Corporations 
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When the American steel industry entered into 
1955 operations it started off with a productive ca- 
pacity of ingots and steel for castings of 125,828,319 
tons. This was 10.5 tons over the previous year and 
represented a gain which, in itself, attests the 
dynamism of the industry that in a little more than 
a half century had expanded from a capacity of 23 
million tons, and moved steadily ahead developing 
new processes, new products and new uses for steel. 
In less than half that time, or between the years 1930 
and 1955, the industry, while experiencing many 
changes as to the type and volume of steel products 
and the facilities required to produce them, also ex- 
perienced a tremendous expansion in the country’s 
need for more steel. In 1930, the steel industry 
shipped approximately 33 million net tons of finished 
steel products as compared with 88 million net tons 
shipped in 1953—the peak year of steel production 
up to the end of 1954—and is estimated that 1955 
will set another new high in shipments of somewhere 
around 90 million net tons. 

Within these years, United States Steel has in- 
creased materially in stature, its business, measured 
by products and services sold, expanding into the 
multi-billion dollar class. In the same time, com- 
panies like Republic, National, Inland, Armco, Jones 
& Laughlin, Bethlehem, and other so-called independ- 
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By F. A. WILLIAMSON 


ents, have grown to be significant factors in the 
industry. 

This, however, is another story which, to deal with 
comprehensively, would require a book of many hun- 
dreds of pages. For the text of this article we have 
taken only United States Steel and Bethlehem Steel, 
the two largest steel producers, the former having a 
steel capacity of 38,877,000 tons, or 30.9%, and the 
latter a capacity of 19.1 million, or 15.2% of the 
industry’s productive capacity. Their operations, be- 
ginning with the mining of iron ore, limestone, and 
coal to the production of steel plant products such 
as structural shapes, plate, sheets and strips, etc., to 
literally hundreds of manufactured products rang- 
ing from bridges to carpet tacks, are essential to the 
building and construction, transportation—ships, 
aircraft, rail and automotive—agriculture, petro- 
leum, food processing and other industries. 

Up to a point, Bethlehem and U. S. Steel follow 
more or less parallel lines. From there on there are 
variations with U. S. Steel, for instance, including 
among its principal subsidiaries such variegated con- 
cerns as the Universal Atlas Cement Co., U.S. Steel 
Homes, Inc., producer of complete prefabricated 
homes, the Isthmian Steamship Co., and five rail- 
roads among which are the Bessemer & Lake Erie, 
the Birmingham Southern, and the Elgin, Joliet & 
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Bethlehem on the other hand, is the world’s largest 
ipbuilding enterprise. It is the only one of all the 
tegrated steel companies with facilities to build 
nd repair all types of naval and merchant ships. At 
parrows Point, where Bethlehem has the world’s 
gest tide-water steel plant, it also operates a ship- 
rd, one of America’s largest builders of merchant 
ips, both facilities being adjacent to each other, 
aking it the only place in the world where a steel 
ill and shipyard are side by side. 
In reporting total revenues for any year, Bethle- 
bm does not furnish a break-down of ship construc- 
pn and repair income although normally billings 
the shipbuilding division are estimated to average 
bout 15% of all revenues, but more important is the 
ct that profits from these operations run compara- 
rely high on the basis of invested capital. In keep- 
g with Bethlehem’s policy of continuing research 
hd development in shipbuilding, the company, an- 
ipating the increasing importance of nuclear 
pwer for marine propulsion, for some time has been 
udying the application of this means of propulsion 
both naval and merchant ships. The corporation 
ready has received contracts for nuclear power 
ork from both the AEC and the U. S. Navy De- 
artment. These involve surveys and studies of the 
EC’s reactor developments to determine the en- 
neering and economic feasibility of nuclear propul- 
fon for commercial ships of all types, and for the 
avy Department, to perform design studies for 
rge naval vessels. 
Research in nuclear energy is but one phase of 
ethelem’s continuing efforts for technological im- 
ovements which have played an important part in 
e increase in its steelmaking capacity. New fuels, 
proved methods of firing, better instrumentation 
d methods, have speeded operations which, to- 
ther with other advances such as changes in oper- 
ing procedures, materials handling, and other 
provements have contributed substantially to cut- 
g¢ production costs. At several of 
thlehem’s steel plants, coal chemi- 

















cluded in this category are sheets and strips, tin mill 
products, bars, pipe, wire rods and wire products. 
Growth in capacity of “light” products which consti- 
tute a large proportion of the steel requirements of 
the automotive, container, and other consumer dur- 
able goods industries, has brought Bethlehem, at one 
time noted especially for its output of heavy steel 
products, to where it is now a well-rounded steel 
company, producing all the important steel products 
and a widely diversified number of articles fabri- 
cated or manufactured from steel. Exceptions, in 
this respect, are seamless and electric-weld pipe and 
tubes. 

Bethlehem’s progress along this road can be meas- 
ured by the fact that its “light” products shipments, 
amounting in 1930 to 31%, increased in 1954 to 61% 
of its total rolled steel capacity, and this will be 
raised to approximately 66% upon completian of the 
present modernization and expansion program. This 
growth is perhaps more graphically depicted by 
“light” products increase from 2,260,000 net tons in 
1930 to an expected 9,930,000 net tons m 1955. An- 
other measurement of growth is Bethlehem’s added 
steelmaking capacity which, since the end of 1945, 
has been increased by 6.2 million net tons, together 
with an increase of more than 2.9 million net tons in 
its rated capacity for the production of pig iron and 
ferro-manganese. 

All this as well as the expansion in fabricating and 
manufacturing facilities, acquisition of properties, 
has been achieved through expended or authorized 
expenditures of approximately $1 billion since the 
beginning of 1946. Of that amount about $740 mil- 
lion has been for steel, fabricating and other miscel- 
laneous properties, $170 million for raw material 
properties, $64 million for transportation facilities, 
and $26 million for shipbuilding and ship repair 
properties. Looking ahead to an expanding steel mar- 
ket in the next decade, Bethlehem is preparing to 
continue its modernization and expansion program 
in connection with which it concluded sale last July 
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ls, recovered during the coke-mak- Statistical Comparison 
—— _ ea market —— BETHLEHEM STEEL a U. S. STEEL 
oducers of p astics, dyes, synthetic es | SappaligaTioes.* 
ers, synthetic rubber, and as a base Long Term Debt (Mil.) ................ $152.1 Long Term Debit (Mil.) ............ $ 324.1 
r sulfa drugs. Ceal chemical phenol, Preferred Stock (Mil.) ......ccoc-- $93.3 | Preferred Stock (Mil. un $ 360.2 
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ndamental role in the growth of the Total Surplus (Mil) .............00-+. $683.0 | Totol Surplus (Mil.) ....... $1,108.7 
odern coal] chemical industry. Working Capital (Mil.) .............. $500.1 | Working Capital (Mil.) ............ $ 753.5 
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New Techniques and New Products Net Earnings Div Net Earnings Div. 
! Sales Per Per Sales Per Per 
: Through research and product de- (Millions) Share Share (Millions) Share Share 
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of $191 million in convertible debentures, thus add- 
ing substantially to cash resources that at the end 
of 1954 amounted to $395.3 million in cash and mar- 
ketable securities, principally U. S. Government obli- 
gations. At the same time, Bethlehem is adding to its 
resources through retained earnings of more than 
$71 million in 1954 after $5.75 in dividends per com- 
mon share, and the setting aside of $54 million out 
of that year’s income for amortization of facilities 
covered by Certificates of Necessity, and included in 
net property, plant and equipment carried at $742.8 
million at the close of last year which is just about 
double the net figure of $376.2 million at the end of 
1946. This will be increased by Bethlehem’s current 

200 million two-year expansion program, a major 
phase of which will be installation of facilities for 
the fabrication of welded pipe, expanded hy- 


draulically to increase its strength approximately 
25%. 


Expanding Coal Chemical Output 


Over the same period, U.S. Steel increased its net 
property account by more than $1 billion, or from 
$826.8 million at the end of 1946 to in excess of $1.9 
billion as of December 31, 1954. Since 1945, U. S. 
Steel, carrying out its modernization and expansion 
program, has spent $2.5 billion for replacements and 
additions to steelmaking facilities, manufacturing 
and fabricating plants, and raw material sources. 
Among the highlights have been expanding ingot 
and castings capacity from about 29.4 million tons 
in 1946 to 38.9 million net tons at the start of the 
current year; development of rich iron ore deposits 
of the wholly-owned Orinoco Mining Co., in Venezu- 
ela; putting into operation the Fairless Works, a 
fully integrated steel plant to serve the eastern sea- 
board market. Moving ahead in other directions, Big 
Steel is expanding coal chemical production with the 
construction of new facilities, scheduled for comple- 
tion in 1957, which along with new plans, including 
modernizing and other facilities, will take approxi- 
mately $500 million in capital expenditures in 1956. 

Included in Steel’s funds for modernization and 
expansion were substantial amounts for improved 
or additional facilities that were covered by Certifi- 
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cates of necessity, permitting accelerated amorti 
tion. These fast write-offs in 1954 amounted 
$142.8 million. Of total 1954 net income $84.6 milli 
was retained to be put back into the business gi 
during that year, long-term debt was increased KX 6 






$364 million by the sale of $300 million worth Ryxx> 
debentures maturing annually at the rate of $RYx'< 
million from August 1, 1955 to 1964 inclusive. "eteces 
eee.4 

Record Earnings in 1955 x 










Reflecting Steel’s modernization and expansi 
program which has been coupled with widening st 
markets is the growth of revenues from sales 3 
services from $1.4 billion in 1946 to a 1953 peak 
$3.8 billion which is, in all likelihood, to be surpasy 
by 1955 total revenues going above $4 billion. 
1954, when total revenues from products and gs 
vices sold, amounted to $3.25 billion, Steel broug 
its net earnings as a percent of sales up to 6.0% 
compared with 5.8% in 1953, and showed, af 
preferred dividends, net for the common stock 
$170 million, equal to $6.46 a share. In the first ni 
months of this year, net income, after prefer 
dividends, reached $248.5 million, equal to $4.65 ) 
common share as compared with $119.2 million, 
$2.28 per common share in the like 1954 period. T; 
latter figure is after adjustment to reflect the 2-fo 
split last May. On this same basis, common sha 
owners in the first three quarters of this year: 
ceived cash dividends totaling $1.50 a share, ¢ 
company retaining, during the nine months, close 
$160.5 million for reinvestment in business whi 
at 1954 year-end had current assets of $1.326 billis 
of which $226.3 million was in cash and $41! 
million in U. S. Government securities, as agait 
$574 million total current liabilities. The latter si 
included $39.8 million reduction in long-term debt 

Bethlehem also is showing impressive sales 
earnings gains accruing from its modernization 
expansion program and the stronger competiti 
position it has built through its increasing prodi 
diversification. As a matter of fact, its showing i 
the first nine months of this year has been outstar 
ing, net of $122.6 million being equal to $12.29 
common share. This is (Please turn to page 33$ 
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. concerned with increasing income 





treatment resulting in tax-free earnings that when 


eferm without incurring a heavier income tax burden paid out in dividends also exempt the recipient fron 
.65 mand who among them isn’t—-should find some inter- paying the tax. 
lion, @esting opportunities for achieving this objective by Among companies that in recent years have paid 


d. Ti exploring the securities list for issues paying divi- dividends partially or completely exempt from the 
2-fom dends that in some instances are partially and others Federal income tax are: 

shag wholly free of Federal income tax. Anaconda Company which in 1954 paid a total of 
ear™ Of course there are obligations of states, munici- $3.00 on each share of its outstanding stock, $1.50 
re, Mpalities and other political subdivisions that in addi- of which was regarded as coming from earnings 
‘lose# tion to being exempt from the Federal income tax, and therefore taxable and the remaining $1.50 being 
whifalso carry the advantage of being free of certain paid from sources other than earnings. The latter 
billi@ state taxes. Yields on these securities, however, are portion is tentatively determined by the U. S. Treas- 
$419 generally so low as to make them attractive only to ury Department as being non-taxable. This portion 
agaim™mindividuals in high income brackets who also are of the total distribution for the year should be ap- 
er snot ant to be in possibly immediate need of quick and plied to writing down the cost of the stock. Ana- 
lebt> complete liquidity. conda’s 1955 dividend payments totaled $4.25 a 
es a@ For investors who must consider this factor and share, but how much of this sum will be designated 
on am who also are more interested in utilizing investment as coming from earnings and how much from other 
etiti#funds to appreciably increase income corporate sources will be tentatively determined sometime 
rod stocks paying partially or wholly free of the Federal early in January, 1956, and until this is done an 
ng iMincome tax are attractive media. In this group are Anaconda shareowner will have no way of knowing 
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Amt 
capital gains by the losses realized ee ey oe 
from the sale. Consequently, any 1955 Toxable Capita Recent ° 
wt Bdividends paid by the owning com- Dividend as Income Gain or Loss Price Yiel 
| r@pany would be regarded as a return Anaconda Company $ 4.25 70 6.0 
i of capital and therefore income Central Hudson Gas & Elec 76 15%, 4.9 | 
tax-free. | Electric Bond & Share 1.25 (see accompanying text) 
= . ‘ | General Precision Equip. com 2.40 45 5.3 | 
Mining companies are permitted G@uet Mecham teen Ore 2.75 28 98 | 
to pay dividends out of deprecia- Lehman Corp. 2.535 $1.065 $1.47 44, 5.6 | 
4ftion and depletion reserves, and Standard Power & Light 75 16% 4.5 
— =§these payments out of such funds ae ene ata a a” gel 


in 
_1955 
12.2 


are tax-free, but such amounts are 
to be applied against original cost 
of the stock. A number of public 


pay dividends partially or wholly 
tax-free. This is possible because 


tion charges in one way for regula- 


stocks of companies having securities or other assets 
whose current market values are 


how much of the (Continued on page 399) 











below original cost and which as_ | 
sold permits the company to offset 
completely income and any realized 


Stocks Paying 


—<Amounts to 


utility companies are also able to pena eth 


hey are permitted to treat depre- Gre’s 1956 


lation and accelerated amortiza- 


paid a total of $3.00 a share in 1954, $1.50 of which was income tax-free; 
Central Hudson Gas & Electric's paid $0.70, $0.39 of which was not subject 


entirely tax free, 
1955 dividends will be ruled on by the Tax Bureau. Great Northern tron } 


Standard Power & Light's $0.70 dividend in 1954 was tax-free 
also United Corp.'s 1954 total payout of $0.27 cents a share. Last year 
Washington Water Power paid $1.625 a share on its common stock of 


Dividends Partially or Wholly Income Tax-Free 


to be 


be determined under Internal Revenue Bureay ruling. Anaconda 


Precision’s dividends in recent years have been 
in the past determination of tax treatment of 


General 
but as 


tax; 


dividend of $2.00 was tax-free to the extent of $0.26. All of 
as wos 










tory purposes and in a different which $1.41 was tentatively considered to be tax-free 


'manner for tax purposes, the latter a 
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Selectivity 


If you had bought every stock 
in the Dow industrial average, 
and put an equal amount of 
money in each of the 30 issues, 
at the closing prices of 1954, you 
would at this writing have a profit 
of 25°, which is not bad in a lit- 
tle less than 12 months. But no- 
body “buys the average.” Among 
the 30 Dow stocks, Corn Products, 
International Harvester, Loew’s, 
Woolworth, National Distillers, 
and Westinghouse Electric are 
down over this period, the latter 
largely so. The following show 
relatively small gains: American 
Can, American Smelting, Ameri- 
can Telephone, Johns-Manville, 
and Procter & Gamble. The big- 
ger gainers are Bethlehem Steel, 
Chrysler, du Pont, General Mo- 
tors, yoodyear, International 
Nickel, Standard Oil (New Jer- 
sey), Texas Company and U. 8. 
Steel. Gains in others are below 
average. 

Rails 

From the end of 1954 to this 
writing, the Dow rail average is 
up about 15%. Issues which have 
principally caused this rise are 
Atchison, B. & O., Chesapeake & 
Ohio, Delaware & Hudson, New 
York Central, Southern Railway 
and Union Pacific. At this time 
Atlantic Coast Line, Rock Island, 
Erie and New Haven are down on 
the year. Among the others net 
gains range from small to moder- 
ate 
Sheep And Goats 

A spot check indicates that 


roughly half of all listed common 
stocks on the Big Board show 
little change or relatively small 
gains since the end of last year, 
that around a quarter show good 
to large gains, and that another 
quarter show sizable to large de- 
clines. High-priced stocks affected 
by split news, or subject to split 
hopes, have to a large extent held 
the bullish spotlight. Here is a 
partial list of issues which are 
lower at present than they were 
at the close of last year: Abbott 
Laboratories, Admiral Corp., Al- 
lis-Chalmers, American Motors, 
Anderson Clayton, Beech-Nut 
Packing, Bristol-Myers, Bullard, 
Clevite, Columbia Pictures, 
Crane, Emerson Radio, Fedders- 
Quigan, General Baking, General 
Precision Equipment, General 
Time, Homestake Mining, Carrier 
Corp., Case, Celanese, Kresge, 
Kress, Lionel, Loew’s, Motorola, 
Murphy, National Biscuit, Na- 
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‘Strong 
; Stocks 
* Bdemand 
Americar 
BSteel, Be 
aGas & | 
bacco, | 
mour, Af 
iBrass, ( 
ichine, FE 
Hudson, - 
Aircraft, 
feral Po 
WUnion, L 
Warner-! 
macal, |] 
Power & 
ment, Lo 
| Pittston, 


tional Distilling, Paramount Pid Mars | 


tures, Schenley, Servel, Spear} feld Oil 
Studebaker - Packard, Sunshin . 
Biscuits, Thatcher Glass, Twenti- 
eth Century-Fox, Ward Baking 
and York Corp. 
Opinion 

There are many good compa 
nies in the above list, but fey 
stocks with any particular appeal 
Bullard, in the machine tool field 
has turned the corner afte 
sharply cut results in the first $ 
months of this year. The stod 
should work higher. The odds ar 
that 1956 air-conditioning busi 
ness will be better than wa 
1955’s. On recovery possibilities 
Carrier is the best speculation it 
the group. Celanese and Westing- 
house may have been over-sold 
and should rally after relief fron 
tax selling. The variety chain 
appear to have reversed the previ: 
ous protracted downward tren(| 
of earnings, giving some merit ti} 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 

























1955 1954 Il Blaw-Kno: 
Halliburton Oil Well Cement ............................ Quar. Sept. 30 $1.21 $ .99 Boeing A 
International Nickel ............... Quar. Sept. 30 1.49 99 a 
Champion Paper & Fibre .. Quar. Sept. 30 1.30 1.00 Wessen © 
El Paso Natural Gas Co. . Quar. Sept. 30 73 31 Admiral ¢ 
ees . Quar. Sept. 30 1.22 16 Pacific We 
Food Mach. & Chemical . . Quar. Sept. 30 1.09 85 Celanese | 
Eastern Air Lines, Inc. ...... 9 mos. Sept. 30 1.90 72 | Seaboard 
Goodyear Tire & Rubber . 9 mos. Sept. 30 4.32 2.94 Foster WI 
Lowenstein (M.) & Sons . Quar. Sept. 30 79 56 | Tele Con: 

Amerada Petroleum ....... . Quar. Sept. 30 92 ST | 
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Kresge, Kress, Murphy and Wool- 
worth primarily as income issues. 
The leading biscuit bakers, Na- 
tional and Sunshine, offer fairly 
liberal yields from secure divi- 
dends; and have appeal on that 
count. 
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Strong 

Stocks reflecting above-average 
demand at this writing include 
SAmerican Cyanamid, Armco 
Steel, Bethlehem Steel, American 
"Gas & Electric, American To- 
Reynolds Tobacco, Ar- 
mour, Atlas Powder, Bridgeport 
iBrass, Cincinnati Milling Ma- 
chine, Ex-Cell-O, Delaware & 


(Hudson, Diamond Alkali, Douglas 


Aircraft, Dresser Industries, Gen- 
eral Portland Cement, Grand 
Union, LOF Glass, Eaton Mfg., 
Warner-Lambert, Norwich Phar- 
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macal, Merck, Schering, Utah 
Power & Light, Lone Star Ce- 
ment, Lowenstein, Otis Elevator, 
Pittston, Seaboard Finance, 
Square D, Standard Oil (New 
Jersey), United Aircraft, Rich- 
field Oil, Harbison Walker, Cat- 
erpillar Tractor, Houston Oil, 
Tidewater Oil and Texas Utilities. 


Drugs 

Excitement over new “wonder 
drugs” reached its general peak in 
1951, taking many ethical drug 
stocks to excessive prices. It was 
followed by a protracted period of 
intense competition and price cut- 
ting in antibiotics, reduced profits 
and lower stock prices. Through 
the lean period, Pfizer made the 
best showing; pushing ahead, 
though not in any sensational 
fashion, to new profit peaks. With 
the whole field now on a moderate 
upgrade, its 1955 results will be 
nothing to shout about. It is still 
possible to hit the jackpot with 
new drugs; and when a relatively 
small company does so the profit 


gain can be sensational. The prize 
1955 example is Schering. Princi- 
pally due to heavy demand for 
its two new anti-arthritis drugs, 
this year’s earnings promise to 
approach $5 a share, against 
1954’s 89 cents. The stock has 
soared from a 1955 low of 22 to 
50%, at this writing. It may go 
higher; but the trouble in this 
business is that no company can 
keep a “jackpot” boiling indef- 
initely. In no great time, competi- 
tors offer equally effective, if not 
superior, drugs. A lesser market 
sensation has been Norwich Phar- 
macal, with a recent 10-point rise 
to 4414 in about one week. The 
company is still mainly a maker 
of proprietary products, but its 
ethical division is making good 
growth. Earnings reached a new 
peak of $2.27 a share last vear, 
up from $1.62 in 1953 and from 
previous record of $1.64 in 1950. 
They may reach $3 or more this 
year. The stock spurted on reports 
of a new drug to be introduced in 
1956. With possibilities in the lat- 
ter unclear, the issue is not “‘vis- 
ibly cheap”. 


Merck 

Merck, which acquired Sharpe 
& Dohme in 1953, is among the 
biggest and broadest-based com- 
panies in the drug field. Its recent 
record has been unimpressive, 
marked by profit shrinkage from 
$1.62 a share in 1951 to 96 cents 
in 1953, and by decline in the 
stock from 1951 high of 3934, to 
1953 low of 17. Subsequent lows 
were 1734, in 1954 and 20 this 
year; subsequent highs 23°; in 
1954 and 30% earlier this year. 
The stock is currently at 27. 
Earnings edged up to $1.09 a 
share last year and should be 
around $1.50 this year. The stock 
is not cheap on that basis, with 
the dividend only 80 cents. But it 
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Lockheed Aircraft Co. ............ 
Wesson Oil & Snowdrift . 
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Pacific Western Oil 
Celanese Corp. of America 
Seaboard Oil Co. ............. 


Foster Wheeler Corp. ........... 
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DECREASES SHOWN IN RECENT EARNINGS REPORTS 


1955 1954 
9 mos. Sept. 30 $ .96 $2.07 | 
9 mos. Sept. 30 6.24 8.38 | 
9 mos. Sept. 30 4.73 6.07 | 
Year Aug. 31 3.04 4.78 | 
Quar. Sept. 30 61 77 
9 mos. Sept. 30 57 93 
Quar. Sept. 30 05 25 
Quar. Sept. 30 43 53 
9 mos. Sept. 30 1.55 5.61 
Quar. Sept. 30 .07 1,07 
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normally sells at a relatively high 


multiple of earnings; and that 
now seems likely to become more 
so, since the company is under ag- 
gressive new top management. 
On the basis of possible, or hoped 
for, results, the market consensus 
is that this is an improving situa- 
tion. The risk in the stock appears 
to be below average; the poten- 
tiality for appreciation substan- 
tial over a reasonably extended 
period of time—perhaps on the 
order of 25% to 50%. 
Tires 

In buying tire stocks, now at 
record high levels on average, the 
“trickle-down” theory has worked 
well so far. Goodrich led the pa- 
rade to higher and higher prices, 
some time ago reaching a level 
at which it was either too high 
or the others too low. The latter 
proved to be the case. Demand 
spread downward to Firestone, 
then to Goodvear and to U. S. 
Rubber; and finally into second- 


ary issues, including General 
Tire, Dayton Rubber and Sei- 
berling. Among the Big Four, 


U. S. Rubber is the most moder- 
ately priced both absolutely and 
relative to earnings. The com- 
pany’s business is now only about 
half in tires, the balance in a wide 
variety of chemicals, specialized 
textiles, non-tire rubber goods, 
etc. Profit this year will be around 
$5 a share, against 1954’s $4.29. 


Income Selections 

Among secure-income 
suitable for conservative invest- 
ment, and currently vielding 
around 5% or more, some suitable 
choices are American Telephone, 
Beneficial Finance, CIT Financial, 
Kresge, Melville Shoe, Ohio Edi- 
son, Pacific Lighting, Reynolds 
Tobacco, Southern Natural Gas 
and Wrigley. 


stocks 


Growth Stocks 
With few exceptions, growth 
stocks are at prices which dis- 
count probable earnings growth 
for a long time ahead. None of 
any merit is statistically cheap. 
Nevertheless, this remains an al- 
luring field for selective invest- 
ment. Among growth _ stocks 
which are not “out of sight,” rela- 
tive to present, or likely 1956, 
earning power are American Cy- 
anamid, Johnson & Johnson, Dia- 
mond Alkali, Spencer Chemical, 
Continental Can, Pittsburgh Plate 
Glass and Phillips Petroleum. 
END 
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The Business Analyst 
WHAT’S AHEAD FOR BUSINESS? 
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By E. K. A. 


When retailers across the country have completed the not 
! unpleasant task of toting up receipts, it will be found that 
this Christmas set a sales record, a peak that could have 

been pushed even higher but for shortages that developed 


in stores that underesti- 
mated consumer demand. 
Such merchants, of course, 
were in the great minority 
for, by and large, retailers 
did an excellent job this 
year, marked by record 
volume and a high rate of 
turnover. Inventory accumu- 
lations have not been ex- 
cessive and as the curtain 
falls on this wildest of Yule- 
tide shopping sprees stocks 
should be unusually clean. 
Thus, most retailers will be 
entering the new year in 
an open-to-buy position, 
which should be cheering 
news to suppliers. 

Nor have manufacturers 
gone overboard this year in 
the matter of inventories. As 
the heavy Christmas selling 
season approached, their 
accumulation of raw mate- 
rials and finished products 
stood about 2% above 
what it was a year earlier. 
In| many instances, the 
greater stocks carried this 
year reflected concern on 
the part of producers that 
certain materials in short 
supply might not be avail- 
able when needed. “Better 
safe than sorry,” was the 
prevailing sentiment. 

Factory inventories in the 
year now drawing to a 
close rose fairly steadily 
and at the end of Septem- 
ber were valued at $44.2 
billion. The seasonally ad- 
justed increase of $1.5 bil- 
lion was moderate in com- 
parison to the advance in 
sales. A declining  stock- 
sales ratio resulted. In gen- 
eral, the pattern of tem- 


perate increases in 
inventories accom- 
panying greater 
relative advances 
in sales, with con- 
sequent declines in 
stock-sales _ ratios, 
has characterized 
all major manufac- 
turing industries. 

As has been true 
in other periods of 
fluctuation, inven- 
tories of durable- 
goods __ producers 
have been more 
volatile than those 
of nondurable- 
goods companies. 
Durable-goods _in- 
ventories, which turned up in October of 1954, had riser 
$1.25 billion as the third quarter of this year drew to a close 
Nondurable-goods inventories remained stable from early 
1954 through May of this year, rose during the summer and 
were $250 million above the year-ago figure this fall. 

A better measure of the predominantly favorable inven 
tory situation that prevails may be gleaned by noting thot 
the transportation equipment industry has been a major fac 
tor in the inventory increase of the past year. That group 
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of course, was the first to start rebuilding inventories las 
year. Book values of stocks held by this segment of industry 
began to rise in September of 1954 and have accounted 











for one-half of the increase recorded by the entire durable}, 


goods manufacturing sector over the past year. Inventorie: 
of automotive producers and railway equipment manufac 
turers are calculated in this reckoning. Inventories for the 
durable-goods group as a whole in the second and third 
quarters of this year have equaled 1.7 months of sales- 
the lowest ratio in the last decade. Thus, if the transportation 
equipment industry has been a major factor in the inventor 
rise of the past year, it also has accounted for well over 
one-half of the rise in durable-goods sales. The automotive 
field, for one, has lost no sales as a result of shortages. 

As 1956 approaches a major peril to the lofty sales plo 
teau and the favorable inventory situation may very well be 
the price spiral. Indeed, while it is impossible to say how 
much of current buying is in anticipation of higher prices nex 
year, there is no question that this is in the forefront of the 
public mind. Yet another hazard is the fact that roughly hal 
of the families in this country already are carrying some 
instalment debt. 

Whatever bumps industry may have to take in 1956, the 
strains and stresses should be eased by the fact that this 
year less than 1% of the gross national product went inte 
additions to inventory. 
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MONEY & CREDIT—The squeeze on short term borrowers 


jf was tightened another notch in the first half of December 


as the usual pre-Christmas demand for funds collided 
with an inadequate supply. Even the Treasury had 
trouble in securing a satisfactory response to its refunding 
of $12.2 billion in maturing securities and had to pay 


sf out almost $900 million to holders who demanded cash. 
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Aside from the Federal Reserve System, which held $5.7 
billion of the old securities and accepted new ones as a 
matter of course, only 86% of the remaining obligations 
were turned in for exchange, the 14% attrition rate being 
dose to a record. With the Treasury’s cash balance de- 
pleted by this unexpected drain, the nation’s fiscal arm 
had to resort to the capital market for sustenance, float- 
ing $1.5 billion of 99-day tax exempt bills due March 23, 
1956. Interest cost worked out to a high 2.465% at an- 
nual rates. 

The Treasury's new money needs coupled with the 
usual seasonal bulge in currency withdrawals, impelled 
e Federal Reserve to take some steps to prevent com- 
plete congestion, by purchase of Government securities. 
At the same time it was made quite clear by authoritative 
sources that this did not involve any change in bsaic 
restrictive monetary policy, a reminder that was but- 
tressed by the continued tightness of available funds. 

Underwriters of long-term fixed income obligations 
olso found little to cheer about in the December budget 
of financial developments. New issues were sticky and 
discounts from initial offering prices were a frequent 
occurrence. Municipal flotations found the going par- 
ticularly difficult and inventories in dealers’ hands 
mounted to $353 million. Some cheer of a negative sort 
was provided by the decision to postpone the $100 mil- 
ion Connecticut expressway issue due to an unsatisfac- 
ory market and similar steps by some other big borrow- 
ers may alleviate the situation in this field. 

Among seasoned obligations, both corporate and 
nunicipal bonds continued to give ground in the first 
© weeks of December, although long term Treasury 
dbligations managed to hold their own. It is interesting 
0 note that long term yields in general are still not as 
igh as they were last Summer, despite the further tight- 
ning of short-term money rates and the heavy demand 
or loans. Apparently investors are increasingly favoring 
ong term lending in placing their funds, on the premise 
at tight money will not last forever. 


—-O-— 


ADE—Nation-wide retail sales were down another 1% 
November, on a seasonally adjusted basis, the second 
onsecutive month of decline since the peak was reached 
September. The drop to date is still small, however, 
nd the total stands 8% above November, 1954 levels. 
e drop from October to November was concentrated 
mong such sellers of durables as autos, building ma- 
trials and hardware stores. Among nondurables, food 
ales were lower but department stores and apparel dis- 
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tributors registered good pre-holiday gains. 
— a 


INDUSTRY—Industrial output has been in an uptrend in 
recent weeks. For the week ending December 3, the 
MWS Index of Business Activity stood at a new high of 
222.4, up from 216.6 a month earlier. After seasonal 
adjustment, all components of the index except steel 
production were higher in the past month. Especially 
good gains were registered by crude oil runs to stills, 
coal production, lumber shipments and paperboard out- 
put. The slight dip in steel production had no special 
significance in view of the fact that output in early 
November was at virtual capacity. 


——o-— 


COMMODITIES—The Bureau of Labor Statistics’ index of 

22 leading commodities rose 0.3% in two weeks ending 

December 9 to close at 89.5% of the 1947-1949 average. 
(Please turn to the following page) 


























































































































































































































latest Previous Pre- . 
Wk.or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MALITARY EXPENDITURES—$b (e) | Oct. 3.1 3.5 3.2 1.6 (Continued from page 389) nol 
Cumulative from mid-1940____._ | Oct. 605.4 6023 5649 13.8 Metals and oy Soe oor ——— “ 
were responsible for the advance wit v 
FEDERAL GROSS DEBT—$b Dec. 6 280.1 280.2 278.8 55.2 the Si up 1.5% and the latter _Ne 
MONEY SUPPLY-—$b adding 4.4%. Other components of |f] cari 
Demand Deposits—94 Centers__._ | Nov. 30 56.9 56.4 56.4 26.1 the index were lower. Raw foods lost Mis 
Currency in Circulation Dec. 7 31.1 31.0 30.7 10.7 1.3%, livestock fell 3.6%, textiles and Md 
fibers were down 0.7% and fats and Gr 
— —— oils gave up 3.2%. — 
New York City—$b. Oct. 66.9 63.2 58.2 16.1 9g Pp FLEC. 
343 Other Centers—$b. Oct. 104.1 108.6 90.8 29.0 —o — 
PERSONAL INCOME—$b (cd2) Oct. 309.6 307.9 288.4 102 Businessmen are spending more Cur 
Salaries and Wages____-_ | Oct. 214 212 197 99 than ever for PLANT AND EQUIP.) Sto 
Proprietors’ | Oct 50 50 48 23 MENT, according to a joint survey by ff perp, 
Interest and Dividend Oct 28 27 25 10 the Commerce Department and the] cru, 
Transfer Payments___________-_ | Oct 17 17 17 10 Securities & Exchange Commission. Ges 
(INCOME FROM AGRICULTURE) Oct. 15 15 15 3 Total outlays in the current quarter Seal 
POPULATION—m (e) (cb) Nov 1663. 1660 1635 1338 | ore expected to reach $30.9 billion at] Hea 
Non-Institutional, Age 14 & Over_— | yoy 1179 #77 1166 018 seasonally adjusted annual rates, a| _ 
Civilian Labor Force —__. | yy, 672 673 646 55.6 marked increase from the $26.2 bil- ~~ 
Aas Citi Nev 3.0 3.0 33 16 lion spent for this purpose a year ago. | —— 
ployed sew 24 21 29 3.8 Company officials are planning a fur- ff STEEL 
: Cum 
Employed ieee 648 652 617 518 ther increase tn the first quarter of 
In Agriculture Mev 69 79 62 8.0 1956, when outlays are expected to fl ENGIN 
Non-Farm Nov 579 573 55.6 43.2 reach $31.6 billion. According to plansjf AW 
Weekly Hours. ae 40.5 42.0 40.6 42.0 revealed in the survey, which was} Cum 
concluded last month, railroads are Hl wsce; 
EMPLOYEES, Non-Farm—m (1b) Oct. 4 86503 6 486 = 375 | Banning the biggest increase in cap-M Pers 
Government. Oct. 7.0 6.9 6.8 4.8 : . . : 
Senin 04 poe inn fe oes ital spending in the January-March Ciga 
cena ie ae on saa ey period of next year, one of 23% over De 
Weekly Hours a am ~—_ ped pong — a Manufacturers of dur- De 
Hourly Wage ($)—_________ et. 1.91 190 181 77.3 Aho eat ee b- 
Weekly Wage ($) Oct 78.69 77.71 72.22 21.33 : + edlb—C 
planning a 4% increase. Outlays by §i1935-9 
PRICES—Wholesale (1b2) Dec. 6 W111 11.1 109.5 66.9 mining firms will be about the same ff tons. m 
Retail (ed) Sept 208.8 208.4 208.2 116.2 as in the current quarter while public - 
COST OF LIVING (1b2) Oct. 149 «11491145 65.9— |: Utilities are planning to cut plant and 
Food Oct. 1108 1116 ie 659 | equipment outlays by about 4%. 

Clothing Oct. 104.6 104.6 104.6 59.5 * * * _- 
Rent Oct. 130.8 130.5 129.0 897 coustaucnion conreacn® < 
RETAML TRADE-$b** AWARDS in November amounted to ap 

Retail Store Sales (cd) Oct. 15.8 15.8 14.1 47 $1,797 million, somewhat under the 
Durable Goods Oct. 5.8 5.8 47 1 $1,863 million of awards in October, 
Non-Durable Goods__________| Oct. 10.0 10.0 A 36 according to figures compiled by FW 

Dep't Store Sales (mrb) Oct. 0.92 0.92 0.85 0.34 | Dodge Corporation, for the 37 states 

Consumer Credit, End Mo. (rb) Oct. 34.6 34.3 29.0 9.0 east of the Rockies. The dip did not 

MANUFACTURERS’ appear to be more than seasonal and 

New Orders—$b (cd) Total** Sept. 28.2 28.7 23.3 14.6 left the month’s total 20% ahead of a 

Durable Goods Sept. 14.9 15.1 11.2 7.1 year ago. Contract awards for resi- 
Non-Durable Goods Sept. 13.3 13.6 12.1 7.5 dential construction came to $726 

Shipments—$b (ed)—Totals** Sept. 273 #272 23.0 8.3 million last month, down 8% from 
Durable Goods Sept. 138 137 108 41 October but 2% ahead of a year ago. 
Non-Durable Goods Sept. 13.5 13.5 12.2 42 Nonresidential contracts at $663 mil- 

SuSEEInS GUUMSSSRIEA Gnd tae.** lion were 35% above November, 1954 

Total—$b (ed) Oct. 80.7 80.0 769 286 — pet gett acta oe 
Manufacturers’ Oct. 45.2 44.7 43.2 16.4 than a corresponding 1954 se ae 
Wholesalers’ Oct. 12.2 12.0 11.7 4.1 P , 
Retailers’ Oct. 23.3 23.2 22.0 8.1 . a . 

Dept. Store Stocks (mrb)_________ | Oct. 2.6 2.6 2.4 Le Manufacturers produced 8,159,959 

BUSINESS ACTIVITY—1-p< Dec. 3 222.4 221.2 196.2 141.8 PASSENGER TIRES in October, a 3.5% 
(A. W. S.)—1—np Dec. 3 283.2 281.7 245.3 146.5 increase over September and 22% 
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Latest 
JTLOOK Wk. or PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
9) INDUSTRIAL PROD.—Ia np (rb) Oct. 142 142 126 93 | ahead of a year ago, the Rubber 
atestalli Mining Oct. 122 122 109 87 | Manufacturers Association has re- 
nce with Durable Goods Mfr | Oct 161 160 139 88 ported. Shipments were lower, how- 
e latter Non-Durable Goods Mfr___—____ | Oct. 128 127 117 89 | ever, falling to 6,801,749 units, a 
ents of ||] caRLOADINGS—t—Total Dec. 3 728 677 662 933 | 3.4% decline from the previous month. 
ods lost Misc. Freight Dec. 3 377 341 348 379 | With output well ahead of shipments, 
les and Mdee. t. C. t an 2 6] 54 62 66 | tire inventories in producers’ hands 
‘ats and Grain Dec. 3 47 43 49 43 rose 11.3% to 13,806,479 well above 
—————— | a year ago, when manufacturers had 
. .H. 1 | : ‘ 
ELEC. POWER Output (Kw.H.) m Dec. 3 1,359 10,727 9,612 3,266 | 10,531,350 passenger tires in stock 
|] SOFT COAL, Prod. (st) m Dec. 3 10.5 9.0 8.6 10.8 

3 more fj Cumulative from Jan. 1________| Dec. 3 428.8 4183 359.3 44.6 

EQUIP. || Stocks, End Mo Oct. 71.7.0 71.770. BCS 

rvey by PETROLEUM—( bbls.) m a CONSUMER CREDIT rose by only 
and the Crude Output, Daily Dec. 2 68 69 63 41 | $347,000,000 in October, smallest in- 
mission. Gasoline Stocks. Dec. 2 158 156 15] 86 | crease since March. The diminution in 
quarter |] Fuel Oil Stocks Dec. 2 44 45 54 94 | the rate of growth was attributable 
‘illion at Heating Oil Stocks Dec. 2 140 145 131 55 | to a smaller gain for auto credit 
rates, a| SUE, Pved~(bd. @) — — es n= — which was only $166 million higher 

. . — |. ft.) m ec. j 

6.2 bil-| Stocks, End Mo. (bd. ft.) b nad as 35 —f zo | than the previous month. Lower auto 
ear ago. | — | sales in October — and a decreased 
g ao fur- if] STEEL INGOT PROD. (st) m “se 106.5 96.3 00.0 17 rate of borrowing — may have been 
arter of | Cumulative from Jon. 1________| Nov : ; ‘ | the result of model changeovers in 
ected to ll INGINEERING CONSTRUCTION | the industry. Total consumer credit at 
to plans AWARDS—$m (en) Dec. 8 330 279 258 94 the end of October came to $34,640,- 
ich was Cumulative from Jan. 1_.__-_| Dec. 8 17,638 17,308 13,600 5,692 000,000, which was $5,665,000,000 
ads are MISCELLANEOUS _ ————| above a year ago. Gain in auto bor- 
in cap-} Paperboard, New Orders (st)t | Dec. 3 398 228 298 165 rowing accounted for more than 60% 
y-March ff Cigarettes, D tie Sales—b | Sept 32 37 33 17 of the year-to-year gain, with the total 
% over Do., Cigars—m Sept 563 569 569 543 for this type of debt reaching $14,- 
of dur- Do., Manufactured Tobacco (ibs.)m. | Sept. 17 18 19 28 | 095,000,000 at the end of October. 

J 

% more b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 


les are cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted index 
tlays by #f (1935-9—100). la—Seasonally adj. index (1947-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long 


















































he same ff tons. m—Millions. mpt—At mills, publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data, np—Without compensa: 
le public tion for population growth. pe—Per capita basis. rb—Federal Reserve Board. rb3—Federal Reserve Bank of N. Y.—1941 data is for 274 centers. 
ent eoaall it—short tons. t—Thousands. *—1941; November, or week ended December 6. **—Seasonally adjusted. 
4%. THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
1955 1955 
ITRACT No. of 1955 Range 1955 1955 (Nov. 14, 1936 Cl.—100) High Low Dec. 2 Dec. 9 
Issues (1925 Cl.—100) High Low Dec. 2 Dec. 9 100 High Priced Stocks ......... 220.1 180.6 218.0 219.5 
unted to 30 Combined Average ......... 329.8 282.0 324.7 326.7 100 Low Priced Stocks .......... 392.5 343.5 383.8 385.6 
nder they Agricultural implements .... 348.7 264.9 327.1 332.5) | 4 Gold MINING. cesses. 806.0 649.1 6705 7276 
October, 3 Air Cond. (‘53 Cl.—100).... 116.0 87.0 96.3 100.9 4 Investment Trusts .............. 157.1 140.8 152.6 155.6 
d by FW8io Aircraft ('27 Cl—100)........ 1149.9 871.7 1112.8 1149.9H | 3 Liquor (’27 Cl.—100) .......... 1155.7 961.3 1015.3 993.7 
37 states? Airlines (‘27 Cl.—100).......... 1263.6 «971.2. 1086.1 1086.1 | 9 Machinery ....cccccccceccssesseesnes 395.8 317.7 3599 363.1 
did not 4 Aluminum (‘53 Cl.—100).... 388.1 191.1 352.6 358.5 | 3 Mail Order .... 234.1 159.3 227.6 224.4 
onal andily Avomebile, Accessor ons bens eed) on | Sitoml Gok CID GLCION. tere ene Wee wasn 
utomobile Accessories .... y ; . A etal Fabr. (‘ —_ . 187.0 155.9 178.8 178.8 
ead of O86 aut bil 55.8 44,3 54.4 52.6 10 Metals, Miscellaneous .......... 452.3 358.2 401.6 412.5 
for resi-f 4 Baking (‘26 Cl.—100) ........ 30.6 27.8 28.9 28.7 OEE cenninnintinen 1057.8 767.1 1057.8 1033.6 
to $726 3 Business Machines .............-. 930.6 657.4 837.5 857.5 | Be PBR cccccncasecseccceassovsvcnes 692.3 590.0 686.3 692.3H 
3% From & Chemical 584.5 466.6 574.7 579.6 | 22 Public Utilities ................. 258.5 2348 251.4 253.8 
OED FEI cccceesesscinccemeeneee 20.3 14.8 18.7 17.9 7 Railroad Equipment ............ 88.4 73.4 88.4 87.6 
aan ol cennmentenane squuiaaiadshiae 116.6 100.7 104.9 106.0 op SS Re 77.9 64.7 75.9 766 
663 mil- BY Construction .........ccccccseeeeee 127.3 106.4 119.6 120.7. | 3 Soft Drinks 565.7 459.9 519.7 533.5 
ser, 195497 Containers .........- 747.7 675.1 740.4 747.7 | V1 Steel & Iron .. ose 320.9 219.2 316.4 318.7 
r utilities 2 COPPer Mining ..... 333.4 222.2, 305.6 = 303.3 | 4 SUGOE enreenereenen 68.8 56.1 62.4 61.8 
% higher 2 Dairy Products ........... ein 127.0 116.4 122.3 122.3 | 2 Sulphur sevesssosceensntnnnnnssessces 964.0 813.2 947.3 938.9 
GNe'] § Department Stores .... 100.2 80.0 97.0 96.2 | 10 Television (‘27 Cl.—100)...... 47.3 40.7 42.3 43.6 
| period. 5 Drugs-Eth. (’53 Cl.—100)...... 168.8 1296 1688 167.4 5 Textiles 188.9 148.4 187.4 1844 
6 Elec. Eqp. (‘53 Cl—100).... 1763 151.3 1716 176.3H | 3 Tires & Rubber .................. 1740 137.8 168.2 174.0H 
2 Finance Companies _......... 651.1 565.1 595.8 595.8 5 Tob 95.7 81.9 94.8 94.8 
159,959 6 Food Brands .... 300.6 256.2 277.1 279.7 2 Variety Stores... 315.0 286.9 293.2 293.2 
— 3.5% 3 Food Stores 163.7 137.7 155.0 156.5 | 15 Unclassif’d (‘49 Cl.—100).... 158.1 141.9 147.8 146.3 
ind 22% H—New High for 1955. 
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Trend of Commodities 








the period under review to close at 20512. 


Grain futures were strong in the two weeks ending by CCC were a restrictive factor although unconfirma 
December 13 but cocoa and coffee were lower. Declines rumors were heard to the effect that such disposal woy 
in the latter two commodities accounted for the drop in be sharply curtailed in the near future. Cotton futurg 
the Dow-Jones Commodity Futures Index, which fell 0.37 were flabby in the fortnight under review with the Mo. 
points to close at 152.12. May wheat added 3’ cents in option losing 38 points to close at 32.43 cents. Log 
There was an_ entries have been very large and some observers es 
E abundance of constructive news including reports of mate that total entries would top 6 million bales for thi) 
i heavy loan entries, continued moisture-deficient weather season’s crop. Meanwhile, exports are disappointing any esse 
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and a more favorable Administration attitude towards the Department of Agriculture has reduced its estimogy iN e 
higher price supports. Secretary Benson noted that the for the season to 2.5 million bales, which compares wit) T! 
restoration of 90% of parity support for top quality grain 3.5 million bales last season. Attention is centered on ty dust 
was being studied and this gave a fillip to demand for Government's crop export program which becomes ope stat 
futures. May corn was 2'2 cents higher in the two weeks ative on January 1, 1956. The CCC may dispose of @by a 
ending December 13. Corn is selling far below price sup- much as 1,000,000 bales for export via competitimof ¢: 
port levels and entries into the loan are expected to bidding, although there has been no indication as @the 
mount rapidly as a consequence. Continued corn sales what minimum bids would be acceptable. Abil 
tions 
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Spot Market Prices — 1947-1949, equals 100 
Date 2 Wks. 3 Mos. 1 Yr. Dec. 6 Date 2 Wks. 3 Mos. 1 Yr. Dee. (The 
Dec. 9 Ago Ago Ago 194] Dec. 9 Ago Ago Ago 194) . - 
22 Commodity Index .... 89.5 89.2 89.8 89.9 53.0 ON svrisinicrcristecnss 126.2 120.8 119.7 99.0 sapquesth 
9 Foodstuffs .....csesssesene 74.0 75.) 78.8 91.2 46.5 4 Textiles ....... 80.7 81.3 79.1 85.0 56: 
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1956 Expansion Programs 





nconfirmed | of Great Companies 

osal woul) 

ghey (Continued from page 367) 

e Mo . ° 

ents. Log) that sales prices have increased much less than 
srvers es} costs. The progress was due to “technological im- 


les for tig provements in manufacturing facilities and proc- 
yinting agpesses and the exercise of a high degree of selectivity 
ts estimogyin expansion and diversification. 

This applies, perhaps more than to any other in- 
dustry, to the steel group. Several companies have 
stated that operating profit would be hardly reduced 
by a decline in the operating rate from 95 per cent 
of capacity down to about 80 per cent. Below that, 
the pressure of overhead costs starts to be felt. 
Ability of the larger companies to withstand reduc- 
tions in output was illustrated during the 1954 busi- 
ness “correction.”’ When industry output slipped to 
7l per cent of capacity for all of 1954 U. S. Steel 
was able to hold earnings at $3.23 a share as com- 
pared with $3.78 a share in the preceding year. 








































| | Bethlehem Steel net income was equal to $13.18 a 
| | share in 1954 against $13.80 a share the year before. 
| The smaller companies which do not have the same 
| | | flexibility of facilities were hit much harder. For 
| | xample, Jones & Laughlin Steel net income dropped 
aan 0 $3.80 a share in 1954 from $4.77 the year before. 
———| 


The steel companies have been pressed so hard 
for shipments since early 1955, that virtually every 
ompany has decided to go ahead with new rounds 
if expansion. The abiiity to finance the new building 
as been eased by excellent and very profitable busi- 
ess coupled with the tax postponement permitted by 
he high accelerated amortization charges deducted 
for facilities installed in recent years. In the present 
ightness, however, steel industry executives must 
veigh the consideration that their own expansions 





require substantial quantities of steel and to supply 
their own needs they must not only bear the cost but 
must also sacrifice the profit which would be made 
if the steel were shipped to a buyer. Their announced 
decisions to go ahead with more building implies that 
the officials have faith in the continued strength of 
the demand for steel. 

Benefitting from this expansion is Mesta Machine 
Co., a producer of steel mill equipment. The com- 
pany, which supplies many types of machines used 
by heavy industry, suffers from extremely cyclical 
demand for its products. At the moment it is prob- 
ably still not at the top of the latest gain although 
the backlog is understood to be at near a record high 
assuring excellent financial results for 1956. 

The chemical industry, noted for its growth ten- 
dencies, actually has been beset with much unwise 
expansion which was both excessive and not well 
managed. The result was a series of adverse market 
conditions when new capacity would be simultane- 
ously completed by many firms creating temporary 
oversupply that was corrected only because economic 
conditions proved to be better than anticipated. 
Furthermore, there were a great number of unusual 
difficulties in starting up plants, trouble with product 
quality and absorption of considerable extra expense 
in overcoming these problems. These seem to have 
taught a lesson which will be well remembered as a 
guide to future expansion commitments. Meanwhile, 
a heavy cash flow is helping to finance the current 
round of expansion in the industry permitting 
growth of facilities without undue pressure on earn- 
ings available for dividends. 

(Note: Because the exclusive statement of Standard 
Oil of New Jersey on their expansion plans required 
more space than available, we have decided to pub- 
lish it in the next issue as a separate feature.) 

—END 




















HIGHLIGHTS OF EXPANSION PLANS OF LEADING COMPANIES 


(The information presented herewith was supplied to us by company executives, in response to our 


ples of automation operations are engine manufacture and steel 
stamping. 
Standard Oil Co. (Ind.) 

This year our capital expenditures are likely to slightly exceed 
the maximum of $240 million estimated in our latest annual 
report. The moderate increase is due to the Whiting fire and the 
inclusion of the Calumet Nitrogen Products Company investment 
to the consolidated figures. 

For year 1956 and for each of the several years after that, we 
anticipate that our expenditures will run between $220 and $240 
million. About half of these expenditures will be for production. 


| Yr Dec. 
~ 4 pe questionnaire. Other exclusive statements have been published elsewhere in this article. ) 
9.5 3s The Dow Chemical Co. 
—|, Expenditures for construction have hit a low point in the cycle 
IDEX the past two fiscal years. The trend seems to be upward and in 
lendar 1956 we expect capital additions in the range of $75 
DEC illion. 
The products most largely affected by this program will be 
ower, chlorine, caustic soda, vinyl chloride, latex, Styrofoam, 
ran Wrap, Dalapon, Separan, Chlorothene and polyethylene, plus 
e laboratory facilities. 
SEX Of the above, the last four products (Dalapon through poly- 
f | ylene) represent new products heretofore produced on a semi- 


ant basis. The others, of course, represent expansions of existing 






Ford Motor Co. 

Expenditures to date are about $1,650,000,000, and we plan 
spend $500,000,000 in 1956 and $500,000,000 in the two 
ors 1957 and 1958. Together with special tooling expenditures 
ce the war, the total expansion and modernization program at 
rd runs to $3,750,000,000. 

In connection with your inquiry about funds used “for auto- 
tic equipment,” | would like to point out that only a relatively 
all portion of the automobile industry readily lends itself to 
























tomation — about five per cent of our total employes at Ford. 
te is little or no automation in our assembly plants, for in- 
1938 19% Rance, since assembly largely is a hand operation. The best exam- 
65.8 % 
57.5 


Union Carbide & Carbon Co. 

Research and development expenditures, excluding capital ex- 
penditures, in 1956 will probably be in excess of $44,000,000 
and the largest share will be spent in the fields of chemicals and 
plastics. We will also be increasing our work in solid state Physics 
in a new laboratory in the Cleveland area. 

Our construction expenditures will probably total in excess of 
$100,000,000—possibly in excess of $110,000,000 in 1956. As 
in recent years, at least half will be spent for additional capacity 
for newer chemicals and plastics and increased capacity for exist- 
ing chemicals and plastics. All of our operating devisions will be 
spending substantial amounts for expansion of facilities to keep 
pace with the growing size of the economy, and especially with 
the expansion under way and in prospect in the steel industry. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject only to the following conditions: 

1. Give all necessary facts, but be brief. 


Confine your requests to three listed securities at 


intervals. 
3. 

addressed envelope. 
4. 

envelope. 
5. 


reasonable 


No inquire will be answered which does not enclose stamped, self- 
No inquiry will be answered which is mailed in our postpaid reply 


Special rates upon request for those requiring additional service. 





Pacific Lighting Corp. 

“IT am @5 years of age and expect to 
retire next year. Am considering an 
investment in a stable stock yielding a 
satisfactory income return and there- 
fore would appreciate receiving specific 
data on Pacific Lighting Corp.” 

N. B., Evanston, Ill. 

Pacific Lighting is the largest 
natural gas distributor in the 
country, serving a population of 
over 6 million people in Southern 
California. This area is steadily 
growing, resulting in a constant 
expansion in pipeline capacity. 
Earnings are expected to show 
a moderate rising trend and the 
$2.00 annual dividend yields a 
good income return. Consecutive 
dividends have been paid since 
1909. 

For the 12 months ended Sep- 
tember 30, 1955 Pacific Lighting 
Corp. shows net income of $18,- 
435,000, equivalent, after pre- 
ferred dividends, to $2.78 on the 
average number of shares out- 
standing. This compares. with 
earnings of $2.14 one year ago 
and $2.85 for the 12 months 
ended June 30, 1955. 

The increased earnings were 
due primarily to somewhat higher 
rates which went into effect 
around the first of the year and to 
longer periods of colder weather 
last winter. Gross operating rev- 
enues were $202,831,000, repre- 
senting an increase of $26,877,000, 
or 15.3% over one year ago. Dur- 
ing the same period the volume 
of gas sold increased 7.7%. Oper- 
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ating expenses totaled $133,207,- 
000, an increase of $14,937,000, 
or 12.6%. 

Taxes and franchise payments 
were $34,563,000, compared with 
$28,605,000 one year ago. Depre- 
ciation charges were $10,426,000, 
an increase of $1,319,000. 

As of September 30th, the sub- 
sidiaries of Pacific Lighting Corp. 
had 2,000,811 active meters, an 
increase of 113,474 within the 
last 12 months. This is the great- 
est growth of any 12 months pe- 
riod in the history of the System. 


Lockheed Aircraft Corp. 

“As a subscriber, will you please 
furnish recent earnings data on Lock- 
heed Aircraft Corp., working capital 
position, dividends and prospects over 
coming months?” 

G. A., Pittsburgh, Pa. 

Lockheed Aircraft Corp. earn- 
ings in the first 9 months of this 
year totaled $13,371,000, second 
only to the all-time record set in 
the same period last year. Sales 
totaled $526,000,139. 

Lockheed’s third quarter back- 
log rose to $1,181,327,000, up 
15% from the same time a year 
ago. 

Earnings at the third-quarter 
point amounted to $4.73 per share 
on 2,828,228 shares outstanding, 
compared with $17,143,000 or 
$6.07 per share (adjusted for a 
5% stock dividend declared in 
October, 1954) for the first 9 
months of 1954. 

Sales at Lockheed’s Georgia 
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Division, Marietta, Ga., rose 
the 9 months to $167,581,000, » 
$5,440,000. Missile Systems Diyg’”“S 
sion (Van Nuys, Cal.) sales we 
$16,090,000., more than doubi 
the volume for the entire ye 
1954. California Division sak 
of $312,116,000, showed a decliy 
from $394,345,000 at the san 
time a year ago. 

Lockheed Aircraft Service sala . 
increased 55% to $27,572,004" ™ 
Lockheed Air Terminal revenug??" 
were $2,780,000, down $265,005 th 

Nine-months’ sales last ye se 
were $581,628,000, a record. Fr 

Profits were held down 
year by development costs # 
starting work on two new trang. 
port models, as well as by lowe 
military production at the Cal 
fornia division. 

The company has simultaneo te f 
ly undertaken two major tran ion h 
port projects. They are the long... 
range, new-wing Super Constellf, 
tion 1649A, to be ready in 195 
and the project Electra, due 
1958. Both transports will 
quire intensive pre-delivery we 
throughout next year and mu Sn 
of 1957 before sizable sales rev 
nue result from heavy orders nf wey+¢ 
flowing in. mb f 

Meantime, the California Diy ta1¢ 
sion will be stepping up deliver... + 
on a new line of jet fighters, Hip, gj 
F-104 series, and new T2V-1# the 
trainers. . that 

Lockheed paid 3 dividends §, 19 
60¢ each in the first 9 mont 
and on November 7th voted. y 
fourth dividend of 60¢ plus Sir fro 
extra of 60¢, both payable Dect, on; 
ber 10th. ike an 

Stockholder equity increaprotte 
by October 2nd to $34.35 Mite of | 
share, up from $30.67 at the Cp to ¢ 
parable time last year. men ot} 

Working capital, increased ¢hinkers 
lier this year by sale of $30,00% wi}) 
000 of subordinated debentuNot ec 
stood at $86,706,000, up ftir joad 
$85,751,000 at mid-year, and $ifye gr: 
865,000 at the 9-month point} local , 
1954. »form 

(Please turn to page 400) kt enat 
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million, up $6.5 million from the 
preceding year. Yet the sales tax 


pose a tax on the income of people 
employed within their environs 
or a local sales tax. 

The municipal income tax is be- 
coming more popular (with tax- 
collectors, that is), with the take 
ranging from 0.4% to 4%. More 
than a score of cities has such a 
tax including Philadelphia, St. 
Louis, Washington, D. C. (which 
gets a whopping 4%), Louisville 


ing in the street in exchange for 
a license fee. License taxes (ap- 
plied to gross sales of business in 
the manner of sales) are being 
utilized by many communities 
where the state will permit such 
action. With all the new levies 
dreamed up, property taxes still 
supply local governments with 
more than 86% of the revenue 
raised locally. 


as Slapped on, effective July 1. 
The legislators probably reasoned 
hat since the tourists were going 


and Toledo. 


Toledo, which levies 1% on 








New Tax Laws Set Record 





» rose & throw it away at the gaming payrolls, says the device has made 

1,000, sbles and slot machines they that community “debt free.” In Notwithstanding the record col- 
ems Di vouldn’t mind leaving a little the closing days of this year the lections made by the states this 
ales Well mething extra for the tax-col- City Council passed an ordinance year, they have been busy plan- 
n doubt tor. renewing the tax for another five ning ahead. A record number of 
tire yes) of the 48, of course, tax years. It is estimated that this important tax laws—on the order 
ion sal wtor fuels ranging from the 3 will produce nearly $40 million of 3,000—is assured by the legis- 
a declitt nts a gallon paid by Missouri for that city’s five-year plan. Col- latures which met this year. On 
the sam ~torists to the 7 cents tacked on lections now run close to $8 mil- the basis of incomplete returns, 


mn such states as Alabama, Flor- 


lion yearly. The tax, first of its 







some 2,600 new laws affecting 


rvice sal ia, Kentucky, Louisiana, Missis- kind in Ohio and the second na- taxes have been passed by 45 
7,572,0 pi, Montana, North Carolina, tionally, was passed originally in state legislatures. This is a 30% 


revenls 


uth Carolina and Tennessee. 


1946. Philadelphia had approved 










rise in the number as compared 


$265,008 third of the states raised Such a law six years earlier. New to a similar tabulation made of 
last ye tor-fuel taxes this year. At York City, always alert to new 44 states during 1953, when 2,000 
cord. he start of the year, 26 states sources of revenue, long has toy- mew measures were passed. It is 
lown th i tax rates of less than 6 4 with the payroll-tax idea, but a 62.5% increase from the 1951 
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declined to 


ew legislation. 
re beginning to tax special fuels, 


but the number 
18 as a result of 
More states also 


ch as diesel fuel, at a different 


never has mustered sufficient 


courage to enact it. 


State-Approved City Sales Tax 














total of 1,600. 

It could be that the state tax- 
gatherers are running out of 
fresh ideas, for few new types of 
taxes were enacted in the 1955 


ultaneo, from gasoline. Different Many states have given com- legislative sessions. Just the same, 
jor tralhtes have been justified on the munities the authority to impose a new major taxes were enacted or 
the longi. that special fuels give great- local sales tax. Some have given rates were raised on major taxes 
Constel milage or that larger commer-__ Cities and counties permission to in 30 of 45 states. Only 12 of 44 
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“Bal vehicles, which often run on 
a, due Sh fuels, do greater damage to 


Smokers and Drinkers 


pummeling of the 


-takers, the smoker and drink- 
are the special whipping boys 
shters, WF the states. All but a few states 
the cigarette smoker with a 
that ranges to 2.5 cents for 


vidends eh 10 cents paid at retail. This 
9 mont 


nh votediate w 
¢ plus 


in Washington 


here it was raised this 
ar from 2 cents. Missouri, this 
ble Decéhar enacted a tax of 2 cents per 
. kk and Oregon expects to tax 

increa%mrettes too next year—at the 
334.35 Tite of 3 cents a pack. In addi- 
it the Cin to these newcomers, about a 

wen others have raised the rate. 
“finkers of alcoholic beverages 
f $30,000 will pay more in nine states. 
lebentu§Not content with doubling the 
k load in a decade, many states 
| ive granted a hunting license 
h point} local communities. This takes 
:form of permissive legislation 
ye 400) kt enables municipalities to im- 
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impose such a levy on top of a 
state sales tax. As a result, local 
sales taxes have been adopted so 
rapidly that even the local govern- 
ments’ own organizations have 
lost tally. Illinois, as an example, 
has allowed localities to add sales 
taxes without prior approval of 
the voters. As the year drew to a 
close, nearly 300 communities in 
that state had such taxes. Cali- 
fornia, in what is unique legisla- 
tion thus far, has authorized 
towns to add 1% tax to the state’s 
3% sales levy in a fashion that 
seems likely to make a 4% pat- 
tern uniform throughout the 
state. 

Most states cling tenaciously to 
exclusive authority to use this 
major money-raiser. Hence, most 
communities must look elsewhere 
—notably to property’ taxes. 
Many towns, in an effort to put 
part of the growing burden else- 
where, are taxing transient ac- 
commodations, property trans- 
fers, or almost anything that holds 
revenue possibilities. Thus, a 
town may permit you to violate 
the law against overnight park- 


states enacted new taxes or boost- 
ed major rates in 1953. The tax- 
collectors have found there is 
nothing wrong with the old taxes 
that a rate increase won’t cure. 


The Pennsylvania Story 


Pennsylvania, however, is 
unique, dropping its sales tax and 
trying to put over a tax not 
hitherto seen in this country. This 
3.5% levy on manufactures has 
alarmed companies in that third 
largest industrial state. There is 
widespread fear that it would put 
them at a serious disadvantage in 
competing with out-of-state com- 
panies. Anchor Hocking Glass has 
threatened to abandon expansion 
plans made for its Connellsville, 
Pa., plant if the law is passed. 
Armstrong Cork, considering ex- 
pansion at a number of sites, has 
indicated Pennsylvania will be 
ruled out if the tax is imposed. 
Other companies, such as Jones 
& Laughlin Steel Corp, United 
States Steel and Koppers Co., al- 
ready have made it known that 

(Please turn to page 396) 
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they take a dim view of such legis- 
lation. 

The law would have an impact 
far beyond the Pennsylvania bor- 
ders, since a company with a place 
of business in the state (sales of- 
fice, warehouse or representative) 
would be charged with the duty 
of collecting the tax on all items 
shipped into the state, whether 
for consumption or resale. Manu- 
facturers with nationally adver- 
tised suggested retail prices would 
be faced with a special dilemma 
on pricing policies in that state. 
To the extent that any Pennsyl- 
vania manufacturer enjoyed a 
strong enough market to boost his 
prices to cover his increased costs, 
consumers all over the country 
would have to pay more. 

The Pennsylvania House, which 
has a Democratic majority, pass- 
ed the bill. It must go before a 
Senate that is controlled by Re- 
publicans, 27 to 23. The Republi- 
cans aim to kill the measure and 
substitute a 2% sales tax. If they 
can do it, the Pennsylvania resi- 
dents will be back where they 
started—only this time the sales 
levy will be twice as large as the 
one that expired earlier this year. 


Cost of Services Soars 


As the foregoing illustrates, this 
has been a year in which states 
and communities looked further 
and scratched deeper for revenues 
than ever before. The quest for 
more cash is fast becoming a 
scramble. Behind this treasure 
hunt, of course, is the mounting 
pressure for new schools, hospi- 
tals, roads, water and sewage sys- 
services that have been running 
down—not to mention the deserv- 
ing Democrats and/or Republi- 
cans. Indeed, many services were, 
until recent years, non-existent 
and have grown, of late, out of 
the trend to Suburbia, which has 
turned farmlands, swamps and 
neglected regions into flourishing 
communities. Spending by state 
and local governments, as a par- 
tial result, have soared from $10.5 
billion in 1944 to $40.5 billion this 
year. The big dollar increase, 
nigh on to $19 billion, has been 
in local spending, which now 
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amounts to $26 billion a year. It 
must be remembered that build- 
ing costs have pyramided two and 
three times since pre-war days, 
hence the tax dollar today will 
not buy nearly as much school, 
road, local jail or police-and-fire 
protection. 

The municipal tax bite in the 
U. S. reached $64 per capita last 
year, against $61 in 1953 and $56 
in 1952. City debt rose 7% from 
the end of 1953 to the end of 1954 
to a record level of $12.2 billion 
for cities over 25,000 population 
—a total of $196 per capita. In 
addition to city debt, overlapping 
debt of counties and other local 
governments added substantially 
to the obligations of some cities. 
A grim feature of this debt spiral 
is the fact that municipal expendi- 
tures increased faster than rev- 
enues. Thus, current operational 
expenditures last year rose 6%, 
about the same as the revenue in- 
crease, but payments for con- 
struction of public works and 
other capital outlays were up 14% 
from the 1953 level. 


No End In Sight 


The recent conference on edu- 
cation in Washington and, prior 
to that, the much-talked-about 
$100 billion highway program 
point up the pressure on the 
Federal treasury to underwrite 
the bulk of these new services. 
With the Administration dedicat- 
ed to a balanced budget and con- 
templating tax cuts (1956 is a 
Presidential election year), the 
states, counties and communities 
may be forced to go it alone. In 
the absence of Federal grants 
these new services can only mean 
that the record tax load at these 
levels is headed for an even higher 
plateau. In fact, individuals and 
corporations already are enjoying 
the benefits of Federal tax cuts, 
promulgated by this Administra- 
tion, while the states and com- 
munities are stepping up their 
tax-gathering activities. 

As noted early in this article, 
revenue - gathering momentum 
gains impetus in a period of eco- 
nomic depression and is made 
palatable through use of the 
“Temporary” label. States and 
communities, even in these pros- 
perous times, generally skate on 
thin ice, causing them to scurry 
for new sources of revenue when- 
ever emergencies arise. Thus, 
Connecticut, which was hard hit 
by floods this year, proposes to 
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raise about $15.5 million in ne 
taxes to finance relief of j; 
stricken towns. The program pr 
posed by the state includes a sur 
tax on corporate income and jp 
creases in the already stiff sale 
cigarette and liquor levies. Y¢ 
Connecticut had a 3% sales ta 
which was extended to 1957 thi 
year, before the floods wrough 
their havoc. It now proposes + 
increase the sales tax to 3.5%4 
highest in the land. 

It is noteworthy that Connecti 
cut is calling this and the othe 
new imposts “temporary taxes”4 


ring to those who have learn 
to live with these levies in pe 
petuity. It is this practice of mak 
ing permanent what was orig 
nally labeled “Temporary” the 
accounts in no small measure f¢ 
the revolt of the taxpaying vote 

For the investor in tax-fra 
bonds, there is yet another a 
pect of this scramble for reveny 
that must be underscored. Fo 
in the wild scramble to obtai 
funds through borrowing, man 
of our states and communities 
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could be guilty of pursuing 


methods and lax provisions tha‘ 


make such bonds less sound tha 
they are ordinarily regarded. 
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for Stock Splits” which appeard 
in The Magazine, issue of la 
March 5. Monsanto was then sel 
ing around 116 and before ti 
3-for-1 split effective in July 
this year moved up to 156, 4 
advance of 40 points. Since the 
largely on news of negotiatiol 
to merge the Lion Oil Co., fi 
new stock registered a high 
5252, but has reacted from thi 
level and is currently 
around 47, an attractive price f 
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mn in newg2% gain over the like period of 
f of it§}954, rising from $252.6 million 
yram profto $307.6 million. Including Lion 
des a surfgil, combined sales were $390.8 
e and infmillion, with net income of $32.7 
stiff sale§million, equivalent after prefer- 
vies. Yeience dividends, to $1.57 a com- 
sales tafmon share of Monsanto’s out- 
1957 thigsanding common stock, before 
Wwrough#reflecting the benefits expected to 
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position to weather any letdown 


Athat might come next year than it 


has been in a long time. For one 
thing, textile sales for the first 


mseven months of 1955 have im- 


proved considerably and there has 
been no significant inventory ac- 
cumulation. Textile goods moved 
over the counters of department 
stores during the period showed 
a6% gain while inventories rose 
but 3% from the 1954 period. 
Sales of wholesale apparel and 
iry goods rose 16%, while inven- 
tories declined 1%. On the manu- 
facturing front, sales of textile 
mills were up 8% and inventories 
nly 2%, while for apparel-cutters 
the sales gain was a whopping 
10% amid a 3% fall in inven- 
tories. 

Thus, the outlook is not wholly 
unfavorable, especially for com- 
panies that have undertaken im- 
portant mergers and consolida- 
tions, scrapped marginal mills and 
brought equipment more in line 





with peacetime demand. The cyc- 
lical nature of the industry, how- 


rect cofever, makes textile equities, at 
ny of fest, essentially speculative. 
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Two Leading 
Steel Companies 


We Can Become Masters 
of Our Economic Destiny 
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in contrast to $8.30 a share 
earned in 1954, and $13.18 that 
Bethlehem reported for its com- 
mon stock for all of that year. 
When results for the 1955 final 
quarter are compiled it is ex- 
pected that net income will estab- 
lish an all-time record high at 
close to $17 a share. 

Out of this estimated sum, com- 
mon shareowners during the cur- 
rent year have received dividends 
totaling $7.25 a share, a conserva- 
tive payout giving rise to the be- 
lief that the company is giving 
consideration to splitting the com- 
mon stock although such action 
may still be a little ways off. It is 
possible that any such stock split 
might be delayed pending the out- 
come of Bethlehem’s efforts to get 
clearance from the U.S. Attorney 
General’s office on its projected 
merger with Youngstown Sheet 
& Tube Co., which would give 
Bethlehem a strong position in the 
Mid-continent area where it is 
not a producer. If the merger is 
carried out, plans call for capital 
improvements at a cost of ap- 
proximately $350 million over the 
next few years at Youngstown’s 
Chicago and Youngstown, Ohio, 
plants, increasing ingot capacity 
by about 3 million tons a year. 

Regardless of the ultimate out- 


come of these merger efforts, 
Bethlehem’s future should be 
marked by continued growth 


along with the expansion of the 
steel industry as a whole. At its 
present market price around 169, 
yielding 4.29% on 1955 cash divi- 
dends of $7.25, the stock which 
ranks as a good-grade semi-in- 
vestment issue, is worth holding 
for income and long-term growth 
potentials. By the same token, 
U. S. Steel common, rising in in- 
vestment status, is a good stock 
to hold for income and long-term 
appreciation. Currently quoted 
around 59, this issue is selling to 
yield 4.4% on indicated annual 
$2.60 cash dividends which might 
be increased materially as earn- 
ings expand and expenses of the 
modernization and expansion pro- 
gram taper off from recent high 
levels. Both issues are suitable 
for retention, for long-term objec- 
tives, in investors’ portfolios. -END 
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debt and through this vital anti- 
deflation measure, bring the cur- 
rent inflationary threat to a halt. 

As a people, we can make our 
contribution to securing economic 
stability in other ways. Our great 
labor organizations, to a large de- 
gree now amalgamated under one 
banner, should rest on their lau- 
rels for awhile, after ten years of 
successive wage increases and 
other great benefits and remain 
content with their already enor- 
mous gains. Thus, from this 
source at least, pressure against 
the price line would tend to cease 
and this, in itself, could help pro- 
mote economic stability. 

Additionally, our great cor- 
porations, especially those whose 
pricing policies are usually adopt- 
ed by their industries, should re- 
frain from further price _in- 
creases. This has been an element 
in economic instability in the past. 

If both labor and industry 
agreed on the status quo for 
wages and prices, and the gov- 
ernment were permitted to re- 
main in control of its sound fiscal 
program, it would be possible to 
hold our economy to a relatively 
stable level, thus laying strong 
foundations for steady, continued 
progress over the years and with- 
out subjecting the people to the 
risk of sudden drastic modifica- 
tions in the condition of their em- 
ployment or income. It would be 
far better for us to raise our eco- 
nomic sights moderately, going on 
from year to year with steady, 
reasonably-paced gains, than to 
take a ride on the economic roller- 
coaster, going from the heights 
one year to the depths the next. 
But, to do this, we must be pre- 
pared to reduce our demands on 
the government, and to act with 
circumspection in the prosecution 
of our individual aims. 

Eyebrows may be raised at the 
proposals set forth on_ the 
grounds that human nature being 
what it is, it would be unrealistic 
to expect self-discipline in these 
matters. Yet, it is a fact that this 
nation is in the midst of a truly 
exciting experiment, and has been 
so engaged for a number of years, 
to determine whether it can con- 
trol its economic destiny. 

(Please turn to page 398) 
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We Can Become Masters 
of Our Economic Destiny 





(Continued from page 397) 


In Russia, of course, and now 
in China and the satellites, the 
people have long since lost their 
freedom but, it must be admitted, 
they are forging a powerful eco- 
nomic machine that can some day 
pose a real threat to this nation 
and to the free world. We must, 
at all costs, maintain our eco- 
nomic superiority for as many 
years as necessary but the only 
way to accomplish this end will 
be to make every effort to achieve 
economic stability. Failure to do 
this would quickly narrow the 
gap in favor of the Communist 
bloc. 

It is in our hands to determine 
whether we are willing and able 
to put forth the necessary effort. 
It is not so difficult a task as it 
seems. After all, what is proposed 
is to follow sensible middle-of-the 
road principles expressed in our 
pragmatic attitudes on life, and 
which are shared by the rank and 
file of both parties and by their 
moderate leaders. 

For our part, we believe this 
great experiment of ours, unique 
in history, can be crowned with 
success and that, in its accom- 
plishments the American people 
can prove that they can be, in- 
deed, masters of their economic 
destiny. —END. 





General Motors — 
Giantism in Excess 
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regarded as a competitor. This, 
despite the fact that the bus 
builder had, for some years, been 
a good customer for GM dealers in 
Diesel motors. Correspondence 
turned over to the Senators in- 
dicated a dealer in GM Diesels 
had received orders from the cor- 
poration, telling him not to deliver 
any Diesels to the Flxible Co. of 
Loudonville, Ohio, one of the four 
remaining bus builders in the 
country. There also was testimony 
that railroads, now buying buses 
in large numbers, had cancelled 
orders to bus builders after GM, 
a tremendous railroad-freight 
user, had exercised its influence 
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with the railroads. Charles W. 
Perelle, former president of the 
ACF-Brill Co., a long-time top- 
notch builder of buses, asserted 
his company had received several 
railroad cancellations because of 
GM “influence.” The result: ACF- 
Brill now is winding up its bus 
business and turning to operation 
of food markets. Additional testi- 
mony developed that GM now has 
80% of the bus market. 

Here we might switch to the 
field of Diesel locomotion for the 
railroads, another area in which 
GM seems to have “cornered” the 
market, although there are some 
five or six companies capable of 
building railway Diesels. Twenty- 
five years ago, a relatively small 
builder of this type of locomotive, 
and pioneer in the field, was “shy” 
of capital for expansion and fur- 
ther development; GM stepped 
in and “rescued” him. His com- 
pany was “acquired” by General 
Motors and he was retained in an 
important executive capacity. 
Old Man Depression loomed on 
the horizon, was here in fact. Yet 
GM, with tremendous resources 
and an eye to the future, moved 
ahead. Orders for rail Diesels 
stood somewhere close to zero, but 
Diesel-electric locomotives came 
“off the line” and were waiting 
for delivery when the railroads 
again were in financial position to 
buy. This may have been a situa- 
tion which reduced unemployment 
in that immediate area, and it 
possibly helped all along the line, 
even back to the iron mines, but 
the fact remains it gave General 
Motors a dominant position in 
still another field. It is reliably 
reported that 100 of these locomo- 
tives were built and ready for de- 
livery before a single one was 
sold. 

The further one goes into the 
ramifications of this 20th Century 
industrial colossus, its operations 
and its products, the more the 
confusion that confronts him. He 
finds GM builds just about every- 
thing usable in the field of trans- 
portation from a simple brush for 
an automobile electric generator 
to a locomotive capable of hauling 
a 100-car freight train at express 
speeds. In between are earth- 
moving equipment, washing ma- 
chines, clothes-dryers, refrigera- 
tors, air-conditioning units for 
windows or for an entire build- 
ing, engines for aircraft, motors 
for tanks, and other vehicles of 
war, precision instruments, plus 


too many other necessities to mo 
ern life to enumerate here. 

Every time the big compay 
moves into these fields or any 
the other numerous ones in whi 
it has become active, smaller con 
petitors are bound to be affects 
simply because they cannot matg 
the technical or financial 
sources of the giant. Furthe 
more, it exerts pressure again 
customers who are bound, in on 
way or another, to get caught y 
in the web of this immense induw 
trial empire. 


GM in Insurance Business 


Add to the foregoing industrig 
a financing operation, rightful 
belonging to the banking syste 
an insurance business runniy 
into uncounted millions of dolla 
and you collide with a combi 
that is overwhelming in its a 
pects. 

GM invasion of the insurang 
field was not necessary from am 
viewpoint. The nation has suff 
cient insurance companies 4 
write any form of insurance 
quired but, when a company | 
marketing cars on the installmer 
plan, it sees an area which can} 
profitably invaded. There is 
crime in making a_legitima 
profit, but one can reasonabl 
question the morality of seekin 
insurance profits through pre 
sure on the marketer of the prod 
ucts to be insured. The Fede 
Trade Commission has cracke 
down on compulsory financing ¢ 
retail sales of GM _ produd 
through its private banking sys 
tem (General Motors Acceptan 
Corporation), and it now seem 
time to halt the car-builder’s i 
surance proclivities. There is to 
much opportunity to “pressuré 
car merchants into becoming it 
surance agents. 

Another angle of GM contro 
out to the consumers’ hands, h 


been turned up in its car-deal@; 


franchises. These have been, sti 
are, “unilateral” in that privilege 
under the contract devolve to th 
good of GM without much left fe 
the dealer. He could “take it ¢ 
leave it,” with the corporatic 
dictating the number of cars } 
must buy, the size of his shov 
room, the repair and replacemet 
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ies to mo mgressional pressure and pub- 
ere. ¢ indignation—has extended its 
COMPal ntract period to five years, but 
or any @ has not made these agreements 
3 in Whidiuly bilateral, and as of this mo- 
aller confent they do not include a clause 
e affects hich would give the franchised 
not matt%.sler an explanation for a GM 
cial Mincellation of his contract! 
Furthe# so much for the apparent dan- 
e again, of the industrial giant. It 
nd, in on ould be unfair to omit the “nice” 
caught whings that can be said. 
nse indu¥ ¢M, as a case in point, has gone 
w afield in research and spent 
. many millions of dollars to evolve 
sineéss Biter products. Its far-flung 
; _pperations call for the services 
industrig nd products of some 21.000 sup- 
rightfulfjiers. In the past 18 or 20 
& Systemionths, more than $1.7 billion 
runnil@ss been expended for machinery 
of dollanind new equipment, all of which 
| CombiMaye employment to thousands. 
in Its affhe corporation’s 1954 tax bill, 
; round $839 million, has materi- 
InSuran@jy contributed to the cost of 
from alovernment. It has given more 
has sufifian $30 million to colleges and 
anies he education of potential engi- 
irance Miers through scholarships. Its 
mpany Swn organization, General Motors 
stallmetinstitutes, contributes further to 
ch Can Whe education of potential engi- 
‘re 18 Meers and scientists from the cor- 
egitimapration’s employe ranks. In 
2asonab ddition, GM maintains other 
f seekitfraining centers, largely for em- 
igh pre@loyes, but designed to give the 
the Pro@ation better-trained men, all of 
> Federahom may be invaluable should 
cracke e become engaged in a dread 
ANCING @ush-button war. 


produ¢ 
Whither GM? 


king sys 

cceptan@ Perhaps the most significant 
Ww Seetiesult of the late hearings is that 
Ider’s ihe highest echelon of GM man- 
re 18 tiyement has become keenly aware 
oressuréfhat the public has begun to view 
ming I®ith apprehension the enormous 
roliferation of the company into 
. contri) many areas of the economy. 
nds, hafhis directorate of officials long 
ar-dealéfas been noted for its practicality, 
een, stilts public-relations sensitivity. No 
rivileg@oubt, when all the testimony has 
ve to tlien weighed and the public reac- 
h left fafion carefully assayed, the giant 
ike it @ompany will respond to mount- 
‘poratidihg pressure in various construc- 
_cars Mive ways. At the least, it should 
is shoWmbrace a “live and let live” phi- 
lacemesophy. Failing this, GM well 
nsuran@ay be inviting a day of reckon- 
' this Mg at the hands of legislators who 
then “ould wield vast authority in a 
1S wrif{ongress whose lexicon has no 
nding se for “moderation.” END 
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‘‘Tax-Free’’ Dividends 
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dividend is taxable and how much 





can be applied against basis of 
the stock. 

In this connection, allocation of | 
dividends for income tax purposes | 
are subject to final rulings of the | 
Internal Revenue Bureau, and the 
amounts so allocated are subject | 
to change from one year to the | 
next. Because of this possibility, | 
there is always some uncertainty 
as to the tax-free advantages and 
how long they may continue. A | 
case in point is the Pennroad | 
Corp., which for a number of | 
years paid dividends wholly tax- 
free, its 1954 _ distribution 
amounting to $1.00 a share on 
which no tax had to be paid by 
the recipient. This year, Pennroad 
paid a total of $1.50 a share. In 
the opinion of the company the 
entire amount is non-taxable, but 
with the declaration of the final 
payment for 1955 came the an- 
nouncement that payments next 
year will be in the form of stock. 
Such distributions, however, will 
be non-taxable and only if sold 
must the sum realized be treated 
as a capital gain, as in an ordi- 
nary stock transaction. 

Sometimes determination of all 
or portion of dividends as being 
tax-free is a complex and compli- 
cated procedure. For instance, 
Electric Bond & Share Co. over 
a period of years has been divest- 
ing itself of certain assets, among 
which were substantial holdings 
of United Gas Corporation shares 
that Ebasco—short for Electric 
3ond & Share—has been dis- 
tributing to its own common 
shareholders in the form of stock 
dividends. In June, 1955, Ebasco, 
in addition to distributing United 
Gas stock on the basis of 1.8 
shares for each 100 shares of its 
own shares held, also gave stock- 
holders “rights” to purchase 
United Gas at $28 a share. These 
“rights” at the time of authoriza- | 
tion had a value of 40 cents. 
Neither the receipt or exercise of 
the “rights” nor the stock divi- 
dend, calculated on the fair mar- 
ket value of United Gas and 
Ebasco stock to have a value of 
60 cents a share had the dividend 
been made in cash, were consid- 
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THE ELECTRIC STORAGE BATTERY 


COMPANY 
Exide 


BATTERIES 


Willard 


Satrenes 


QUARTERLY 
DIVIDEND 
NO. 221 

GPO 


50 cents per shore 
Declared Dec. 7, 1955 
Payable Dec. 30, 1955 


Record Date Dec. 14, 1955 


dor don Lect aot 
Morvtowing Compony 


E. J. DWYER, Secretary 
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INTERNATIONAL MINERALS 
& CHEMICAL CORPORATION 


General Offices: 
20 North Wacker Drive, Chicago 6 


QUARTERLY DIVIDENDS 


4% Cumulative Preferred Stock 
55th Consecutive Regular 
Quarterly Dividend of 
One Dollar ($1.00) per Share 
$5.00 Par Value Common Stock 
Forty Cents (40¢) per Share 


Declared—Nov. 17, 1955 
Record Date—Dec. 16, 1955 
Payment Dates 
Preferred Stock: Dec. 30, 1955 
Common Stock: Jan. 3, 1956 

A. R. Cahill 
Vice President and Treasurer 


Phosphate ¢ Potash ¢ Plant Foods 
Chemicals ¢ Industrial Minerals 
Amino Products 


peseeenescanenennccoossesoossocossessonanel 























CONSOLIDATED 
NATURAL GAS 
COMPANY 


30 Rockefeller Plaza 
New York 20, N. Y. 


Drvipenp No. 32 
Tux poanp ov pinEcTors 
lar quart cash 
lone One Half Cents 


(4242¢) per share on the capi- 
tal stock of the 











December 15, 1955 












































































Southern California 
Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends 


COMMON STOCK 
Dividend No. 184 
60 cents per share. 


PREFERENCE STOCK, 

4.48% CONVERTIBLE SERIES 
Dividend No. 35 

28 cents per share. 


PREFERENCE STOCK, 

4.56% CONVERTIBLE SERIES 
Dividend No. 31 

28/2 cents per share. 


The above dividends are pay- 
able January 31,1956, to stock 
holders of record January 5. 
Checks will be mailed from the 
Company's office in Los Ange- 
les, January 31. 


P. C. HALE, Treasurer 


December 16, 1955 























BOOK REVIEW 





Inside Africa 


By JOHN GUNTHER 

This is the last, so far, of the “Inside” 
books by John Gunther and is probably 
the best of the series. It is certainly the 
longest but, in this particular instance, 
this does not constitute a defect which, 
in itself, is a rare tribute to the great 
competence of the famous author. The 
reader is given a view of practically 
every phase of Africa. At one and the 
same time, it is a geography; it is an 
economic and political history; it is a 
treatise on the customs of the indi- 
genous peoples; and, most important 
of all, it is a vivid and convincing 
picture of the vast continent as it 
emerges from colonialism under the 
fierce pressure of today’s nationalistic 
aspiration, common to all the peoples of 
Africa. For the reader who wishes, in 
convenient form,, a source book written 
as smoothly and clearly as only John 
Gunther can write, “Inside Africa” is 
must reading. 


Harper $6.00 
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‘‘Tax-Free’’ Dividends 
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Answers to Inquiries 








(Continued from page 399) 


ered to be taxable income. In No- 
vember this year, Ebasco also de- 
clared a 65 cent cash dividend, 
bringing total 1955 distributions 
to the equivalent of $1.25 in cash. 
The company now plans to put its 
stock on a quarterly cash basis 
beginning with the initial 1956 
quarter and is advised by counsel 
that, on the basis of its indicated 
tax position, these dividends will 
not be subject to taxation as divi- 
dend income under the U. S. In- 
come tax law and regulation. 

Under the Federal Investment 
Company Act, shares of certain 
types of investment trusts are 
permitted to designate what por- 
tion of cash dividend payments is 
from interest and dividends on its 
investment holdings and what 
amount is paid from profits on its 
securities transactions. In accord- 
ance with the Treasury Depart- 
ment’s ruling income tax is pay- 
able by the recipient only on the 
amount designated as being from 
earnings while that representing 
profits from sale of assets is sub- 
ject only to the capital gains tax 
if and when the shares of the in- 
vestment trust are sold. As an 
example, attention is called to the 
Lehman Corporation, one of the 
outstanding companies in the in- 
vestment trust field. which in ex- 
tending its long dividend paying 
record this year paid its share- 
owners a total of $2.5314, of 
which only $1.06!15 was subject 
to income tax with the balance of 
$1.47 being treated as a capital 
gain. 

Although the amount of tax- 
free income from companies mak- 
ing up the accompanying list may 
change from year to year, it 
would appear to be worthwhile 
for an investor desiring to aug- 
ment income without incurring 
added income tax payments to 
carefully consider the tax advan- 
tages manv of these issues hold 
forth at this time. —END. 


Correction 

In our recent tabulation of “Market 
Valuation of 100 Leading Stocks”, 
West Penn Electric Co.’s indicated 1955 
dividend was shown as totaling 95 cents 
a share. Declaration of a 32%4-cent pay- 
ment in the final quarter brought the 
company’s dividends this year to 
$1.27%. At current price of the stock, 
around 27, yield on this basis is 4.7%. 
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In view of the very substantia) farted | 
backlog of defense contracts, pros-Bre rare 


pects over coming months con. sual 
tinue favorable. 

pou can 

General Public Utilities bew sel 


“IT have recently subscribed to you 
publication and find it infermative 
Please submit recent information or A 
General Public Utilities and oblige.” 

C. K., Waco, Texas 

General Public Utilities, a Hn inde 
holding company, controls utility 
operating companies in Pennsy). 
vania, New Jersey and the Phil.B £/0' 
ippine Islands. Virtually all rey-fess/ul « 
enues come from electric opera-fhy mar 
tions. A substantial residential 
load lends stability to corporate 





ase O| 


take in 


ge : hemica 
activities. Integration problems?” 
have been recently clarified. mugs, 1 


Common stock earnings of the§arning. 
domestic subsidiaries amounted hyarters 
to $16,423,088, or $1.69 per share 
in the first 9 months of 1955. In 
the same period last year, such 
earnings were $14,702,179, or f.] time 
$1.57 per share on the averagePPOR 
number of shares outstanding. 

The domestic subsidiaries re- 
corded earnings of $21,219,728, 
or $2.19 per share in the twelve 
months ending September 30th, 
compared with $19,950,173 orp0ve-a 
$2.14 per share in the twelvefeadily 
months ended September 30, 1954Bpe firsz 
and $19,498,819 or $2.60 _ perg,)) 
share in the calendar year 19546 bal 

Net receipts from the Phil-f~° °¢'@ 
ippine subsidiaries amounted top? ‘um 
$1,000,396 in the first 9 monthspargain, 
and were $415,089 less than simi-§946 hi 
lar receipts in the first 9 months}, ¢7_, 
of 1954. While licenses for trans}, — } 
mission of dollars continue to bep’?”° “” 
granted by the Philippine Central Bwearir 
Bank, such license payments of 
dollars are required to be sprea(} Wg 
over longer periods and it now 
appears that the company wil 
actually receive fewer dollars in R 
1955 from this source than was Spe 


received in 1954. 
General Public Utilities’ domes: 

tic subsidiaries have been able th MO! 
reduce their expenses and oper- SER 
ating ratios, due largely to the 
placing in service of new largejg MOl 
and highly efficient generatingf® SER 
units. On August 31, 1955, North- 
ern Pennsylvania Power Co.pmplete 
completed the last section of its out 
new backbone 115,000 volt trans- ge 
mission line and is now receivin§friptions 
Pductible 


I 9 
breased. 
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394) us investment campaign for 1956 has just 
stantial furted with the release of two opportunities, which 
S, pros-Bre rare, indeed, in this market . . . and represent 
- con-Busually strong special situations. By acting now, 


sou can share in the profit and income from these 


s new selections. 

to your 

tion |  & DYNAMIC GROWTH STOCK 
+ 10% Under its 1955 High 


utility . ' , 
ennsvi. pase of expansion today. A leader in research, it 
sy!- ‘, / 

e Phi. growing through profitable new products, suc- 
all rey-fgessful acquisitions and plant additions. Outstand- 
opera-fig managerial ability has given it a diversified 
dential 
rporate 
‘oblems : 
od rugs, rocket engines, aluminum, paper, jet planes. 
of theBarnings are rising strongly with the first three 
ountedBuarters of 1955 showing a 20°; increase, so the 
r share 5°, yield is widely covered and could be in- 
955. In d Fi es are sound with curre ; 

, sud eased. inances are sound with current assets 
, suc 


79, orp! times current liabilities. AN EXCEPTIONAL 


NCS, : industrial giant of the future in a powerful 


vake in such prospering fields as basic and miracle 
themicals, petrochemicals, staple and wonder 


iverageWPPORTUNITY FOR CAPITAL BUILDING. 
nding. 

19,788 AN INVESTMENT BARGAIN 
twelve Yielding 5.5% 





r 30th, _ 
173 orpoove-average dividends are broadly covered by 

twelvefeadily rising 1953-54-55 earnings (up 23°% in 
0, 1954fhe first 9 months of 1955). A top company in its 
50 pero| 
r 1954. age : ; 
» Phil? balance sheet is impressive with current assets 


ated topo times current liabilities. A true investment 
monthspirgain, this issue is selling 20 points below its 


n simi-§946 high—despite the fact that 1955 dividends 
months 
* trans-§, ri 3 _ , 
e to bepove those of 1946. A retarding outside influence 
Central wearing off and this fine stock is materially under- 


ents of 


management is capable and experienced—and 


ve $1.15 more and earnings are running 20°, 


wo Rare Opportunities To Buy Now 


priced in relation to its quality, 5.5, return and 
sound enhancement prospects for the year ahead. 


Further Opportunities To Emerge 


In our coming Forecast bulletins we will give the 
buying signal when promising stocks are truly 
undervalued in light of bright 1956 prospects. 
And . . . over the months ahead as further excep- 
tional opportunities emerge at bargain prices 
we will round out our invested position in our 
3 supervised investment programs, including 


¢ High-grade securities stressing safety, as- 
sured income - sound enhancement 

¢ Dynamic Stocks for Substantial Profits 
with Higher Dividend Potentials 

¢ Strong Low-Price Situations for Large 
Percentage, Longer-Term Gains 

Each week, too, you will receive our Bulletin, keep- 


ing you a step ahead of the public, on the outlook 
for the securities market—the action of the 46 


major stock groups . . . prospects for business 
latest Washington news . .. as well as current trend 


signals given by the Dow Theory—and by our 
famous Supply-Demand Barometer. 


ENROLL NOW—GET OUR LATEST ADVICES 


—our counsel on your present holdings. 


Send your subscription today, so you will receive 
our prompt buying advices on our 2 new special 


situations. 


With your order, enclose a list of your present 
security holdings (12 at a time). Our staff will 
analyze them promptly and counsel you which to 
retain—which to sell to release funds to buy our 
new and coming recommendations. 
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Answers to Inquiries 





(Continued from page 400) 


substantially all its power require- 
ments from GPU sources. De- 
spite wind and water damage 
from hurricanes (“Connie” and 
“Diane”’), aggregating approxi- 
mately 2¢ per share after taxes, 
which extra expenses were ab- 
sorbed in August and September, 
the operating ratio in the current 
9 months was 41.8%, compared 
with 46.4% for the nine months 
of 1954. 

With continued satisfactory 
earnings applicable to the domes- 
tic subsidiary company opera- 
tions, the regular quarterly divi- 
dend was increased from 37\4¢ 
per share to 40¢ per share which, 
together with the “special divi- 
dend” of 5¢ per share applicable 
to accumulated net receipts from 
the Philippine subsidiaries, re- 
sulted in total dividend of 45¢ 
per share, or $1.80 per share on 
an annual basis. 

September sales of electricity 
by domestic subsidiaries were 
about 10.5% ahead of September 
last year, and the KWH sales 
in the third quarter of 1955 were 
about 11.7% ahead of the third 
quarter of 1954. All major classes 
of sales—residential, and especi- 
ally commercial and industrial— 
reached new peaks in 1955. 

The company had 9,702,752 
shares outstanding at the end of 
September. 

Outlook for the company con- 
tinues favorable. 


Hiram Walker-Gooderham & 
Worts, Ltd. 

‘It is some months since I called on 
you for investment information. 1 
would appreciate receiving late earning 
data on Hiram Walker-Gooderham & 
Worts, Ltd. and also please include 
dividend payments.” 

B. R., Kansas City, Mo. 

Hiram Walker-Gooderham & 
Worts enjoys one of the best rec- 
ords among distillers. Concentra- 
tion on fewer brands reduces in- 
ventory problems. 

Net earnings of Hiram Walker- 
Gooderham & Worts, Ltd. in the 
fiscal year ended August 31, 1955 
were $19,327,468 against $20,- 
252,490 in the preceding fiscal 
year, equalling respectively $6.70 
a share, vs. $7.02. 

Net sales of $341,273,232 
topped the previous year’s $339,- 
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285,815 and approached the 1950 
figure which was $343,122,732. 

Operating in the United States, 
Canada, Scotland, Puerto Rico 
and the Argentine, the company 
now has 16 distilleries, numeri- 
cally half of them in Scotland. 
A new distilling unit being built 
at the home plant at Walkerville 
will double capacity there by late 
1956 and expansion which is re- 
lated to the growth of Canadian 
Club. Additional warehousing for 
maturing stocks is under con- 
struction at Walkerville, at Scot- 
tish locations and also at Peoria, 
Ill., the Hiram Walker establish- 
ment there being the largest 
beverage distillery in the world. 

Inventories in the United States 
are about in balance and produc- 
tion has been at a replacement 
rate since 1952. In Scotland and 
Canada, however, company con- 
tinues to build stocks. The com- 
pany’s principal brands of scotch 
are Old Smuggler, Ambassador 
and Ballantine’s. 

The company’s payments for 
excise taxes and import duties 
came to $210,773,403, eleven 
times net profit. 

Dividends of $4.00 were paid 
during the fiscal year, $1.00 of 
which was an extra in October, 
1954. A similar extra was paid 
October 15, 1955. Prospects over 
coming months are satisfactory. 


Glidden Company 

“Please advise on earnings and pros- 
pects for Glidden Co. and whether 1] 
should retain or sell the stock.” 

D. E., San Francisco, Cal. 

Net profit of the Glidden Co. 
for the ten months ended August 
31, 1955, new fiscal year-end ex- 
ceeded the total for the entire 
twelve months of fiscal 1954. 

Net profit, after all taxes and 
charges for the ten months of the 
1955 fiscal year, was $7,112,567, 
equal to $3.10 per share on the 
2,295,350 shares outstanding on 
August 31st. This compares with 
$7,093,043, or $3.09 per share on 
the 2,293,455 shares outstanding 
on October 31, 1954. Had the lat- 
est fiscal year contained the usual 
12 months, it is estimated that 
earnings would have amounted to 
$3.65 per share, according to the 
president of the company. 

Sales for the shortened year 
totaled $180,524,822, which rep- 
resented an increase of 5.2% 
over the corresponding ten months 
of fiscal 1954. Unit sales for the 
1955 period showed a gain of 
12.4%. The sales increase for 
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1955 was accomplished despite t 
elimination of the Indianapojj 
feed mill and the company’s Oak 
land lithopone operations, whic 
were sold during fiscal 1954. Th 
1955 sales gains would be 7.7: 
in dollar volume and 15% in fig 
cal volume if results for the fee 
mill and the Oakland plant we 
deleted from the 1954 figures. 

The paint division maintaing 
its position as Glidden’s leadin 
profit producer and its results q 
ceeded those of the previov 
twelve months. 

Both the Chemicals-Pigments 
Metals and Southern Chemica 
divisions recorded ten month 
profits in excess of their totals fe 
the entire twelve months of 195 
The production and the chemic 
research and development 
achievements of these two di 
sions are very promising an 
further expansion of both diy 
sions is under way. 

The Durkee Famous Foods ¢ 
vision also contributed substan 
tially to the profit increase and th 
company is continuing to increas 
the productive capacity of the d 
vision and to expand distribution 

The company’s gross plant ad 
ditions during fiscal 1955 amount 
ed to $8,155,366. With construg 
tion now in progress and planne( 
capital expenditures in 1956 wi 
exceed $13 million. The company 
current budget for research an 
development are approximate 
20% higher than in the precedi 
year, with the greatest part of ré 
search efforts directed towa 
new product development, im 
provement and cost reduction 1 
strengthen competitive positid 
in present markets and to uw 
grade basic materials. 

The $2.00 annual _ dividen 
vields a good income return an 
as prospects continue favorabl 
we recommend retention. aren 


















Please Note: 

In response to many requests 
from subscribers, we are re- 
producing on the opposite 
page, the chart “Fringe 
Benefits” which appeared in 
our last issue. The chart now 
appears in enlarged form so 
that each detail of the im- 
portant information  con- 
tained is clearly visible. We 
need not add that the sub- 
ject of “Fringe Benefits” is 
one of the most important 
affecting industry and labor 
in this country. 
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Watch For 
Important Proview Jssucr 
January 7th and January 21st 


TO CONTAIN — ; 
Realties We Must Face 


In Approaching 1956 Security Markets 

By A. T. Miller 
This feature is especially designed to serve investors at this decisive juncture in the market—as we ent 
a year of great significance politically, economically and financially. It tells you how to follow a realist 
policy likely to prove both prudent and profitable at a time when it is necessary for investors to reea 
their investment thinking after 6 years of a rising market. . . to re-evaluate issues that have overdiscount 
their prospects several years ahead to avoid selling others with clear cut prospects for further growt 


Timely and invaluable—we appraise and project the outlook for the general market—and the position ; 
the individual groups—against a background of the new and unprecedented technical forces and busined 
factors to be operative in 1956. This is a very important investment article. 


Which Industries — Which Companies — For 1956? 


— A professional appraisal of prospects for all leading industries 
— pointing out those offering best avenues for investment 


Our Specific Estimate of 1956 Business Prospects. Our high accuracy in gauging the business outlook | 
the light of revolutionary changes in industry these past few years, gives above average interest to th 
realistic survey and forecast of the new factors, economic and political, that will dominate business tren( 
—and the progress of individual companies in 1956. 
Varying Outlook for All Major Industries. In a practical manner we will weigh on balance the elements 4 
stability—favorable and unfavorable . . . realistically appraise possibilities for growth in industries whey 
operations are practically at capacity . . . those industries new and old to continue to benefit from specializ 
and strategic products. We will tell you clearly which fields of industry are likely to encounter serioy 
problems—which will record improvement over 1955—which offer the brightest earnings and growth prq 
pects for 1956... 


— RAILS — BUILDING — MOVIES — RUBBERS 

— OILS — UTILITIES — TEXTILES — AVIATION 

— FOODS — CHEMICALS — STEELS — MERCHANDISING 
— MOTORS — LIQUORS — MACHINERY — EQUIPMENTS 

— TOBACCOS — NON-FERROUS METALS — PAPERS — AMONG OTHERS 


25 Companies With Built-in Dividend Assurance 
By Ward Gates 


With a Planned Here is a most useful and original selection of attractive income stocks—diversified 
— i . . . . 
‘ help you secure the income you want—when you need it. This valuable investme 
Portfolio to produce 2 .° on os ¢ . > 2 ‘ 
article covers the 25 companies that have shown a consistent record of dividend increas 
throughout the years (not just the post-war period). Carefully prepared tables give yi 
all pertinent earnings yield and price statistics . . . working capital position .. . ratio of earnings retain¢ 
to dividend payments . . . number of dividend increases. 


monthly dividends 


OTHER IMPORTANT FEATURES WILL INCLUDE— 


An Analysis and Appraisal of the President’s Three Messages 


... STATE OF THE UNION, ECONOMIC REPORT, AND BUDGET . . . BANK STOCKS AS INVESTMENTS TODAY .. . Th 
PACKING STOCKS AND OTHER IMPORTANT INVESTMENT ARTICLES. 
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tos CUMULATIVE PREFERRED STOCK 

a The regular quarterly dividends of $1.00 

‘th prd per share on the 4% Series and $0.975 per 
share on the 3.90% Series have been de- 
clared payable February 1, 1956 to holders 
of record at the close of business on Janu- af Th 
ary 16, 1956. 

5 d LONG SIZE 
COMMON STOCK ($5.00 Par) 


A regular quarterly dividend of $0.75 per 
share has been declared payable January 15, 
1956 to holders of record at the close of <> 


gi business on December 28, 1955. 
oN, 





-aified v ¢/ sali f C. H. Kipper, Treasurer 
vestme jy fh, § New York, N. Y. December 14, 1955 
increay . Of is >) es inde 


Notable among merchandising accomplishments 
of 1955 are: 


National distribution of the new popular-price 
filter-tip Marlboro in the flip top box. Public 
acceptance of Marlboro has justified the years of 
research that went into its development. In the 
nation’s largest markets, Marlboro is currently 
among the most popular filter cigarettes. 
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Introduction of the new Philip Morris in the bright 
red, white and gold package. Two years of 
research of more than 1,000 designs preceded 
the change. Initial consumer acceptance of the 
package and the cigarettes it contains indicates 
that the new Philip Morris has been successfully 
keyed to today’s taste in smoking. 
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How to Move More Freight 


with Fewer Cars— 


Here’s how an amazing idea in steel solves the problem 


of inadequate flooring in railroad cars... 


ntil National Steel developed 

Nailable Steel Flooring, there 

was no answer to a serious 

problem of America’s railroads. 

Floor failures were causing freight 
damage. As a result, many cars were 
being rejected by the shippers as un- 
suitable for safe transportation of 
their freight. 

Old-fashioned car floorings were 
limiting use of mechanical loading 
equipment. Rising labor costs and 
loss of revenue during repairs were 
posing serious threats. Then, in 1947, 
National Steel found the positive 
solution. 

It was Nailable Steel Flooring. 

Its sicength is steel! 
Nailable Steel Flooring is made of 
strong, corrosion-resistant N-A-X HIGH- 
TENSILE steel formed into channels 
and welded together to form a unique 
nailing groove. 

Nails are clinched in a tight grip of 
steel to hold blocking firmly in place, 
yet can be readily removed without 
damage to the floor. 


Look at these advantages! 


Nailable Steel Flooring is a depend- 
able, trouble-free surface that with- 
stands repeated nailings and affords 
the best possible security for all kinds 
of freight. In addition, unlike other 
flooriu.g, it actually adds strength at 
critical points of the car structure. 

N-S-F withstands the strain and 
pounding of mechanical loading devices 
because of the greater impact- and 
wear-resistance of N-A-X HIGH-TEN- 
SILE steel, and it can be used to carry 
both loose bulk freight and blocked 
finished freight! 

As a result, N-S-F improves car 
supply and reduces operating costs. 
A gondola, for example, that carries 


NATIONAL STEEL 


GRANT BUILDING 


rough freight one way, is available to 
carry finished freight on its return. 


National’s role 


In the few years since the introduc- 
tion of Nailable Steel Flooring, more 
than 40,000 boxcars and gondolas 
equipped with N-S-F have been put 
into service or are on order by 60 
leading American railroads. 

The development of N-S-F by our 
Stran-Steel Corporation is just anoth- 
er example of National Steel making 
better steels for the better products 
of American industry. 


At National Steel it is our constant 
goal to produce steel America’s 
great bargain metal—of the quality 
and in the quantity wanted, when it 
is wanted, at the lowest possible cost 
to our customers. 


NATIONAL 
STEEL 








SEVEN GREAT DIVISIONS 
WELDED INTO ONE COMPLETE 
STEEL-MAKING STRUCTURE 


(,reat Lakes Steel Corporation « Weirt 
Steel Company * Stran-Steel Corporatio 
Hanna Iron Ore Company « National St 
Products Company « The Hanna Fura 
Corporation ¢ National Mines Corporati 





CORPORATION 


PITTSBURGH, PA, 








